| FILE No, Gz-Mq — FISCAL YEAR - /o,[(ﬁ ‘O

. 1] TH ———.
**FORMER NAME - | ' / FINANCIAL
**NEW ADDRESS . - _

'-Cokfmm tubmissions only ** Plegce o mlmuladlntha o

INDICATE FORM TyPE TO BE USEp roR WORX_LQAD_EEMX

+2G3-258 (INITIAL FILING) l ’ AR/S (ANNUAL REPORT}

Wy
12632BR  (REINSTATEMENT) | ’ STPPL  (OTHER, l '

DEF 14A  (PROXY) l ]




. _ #1U3~2\D) Kelk b2=-3b2Y
RESTIVED |

apm [} N .
B Jloy T g

2 ~F/-05

%‘%‘ﬁﬁﬁlﬁ’z}ﬂ

WING HANG BANK, LIMITED

2005

Annual Report « £




B %R

Contents

TN 2
FHEEHAEBE 3
hEREAPMBEHL 4

~EER 6
BEEKE 7
BERWSE 9

RBEEE 1

HEE®REE 14
TEELAREE 21
HBMABREE 49
FEBEEHER 5
EeEAEBMER 52
HERMESR 53
FERFEESREFR 54
FelRERER 55
BRIBMIE 56
REELHAUBER 206
TEWBAAREESHT 212
BRREAFARERAS 213

28

29

31

33

36

44

49

51

652

53

54

55

56

Corporate Profile

Group Results in Brief

Five Year Group Financial Summary
Corporate Information

Board of Directors

Chairman's Statement

Review of Operations

Report of the Directors

Corporate Governance Report

Report of the Auditors

Consolidated Profit and Loss Account
Consolidated Balance Sheet

Balance Sheet

Consolidated Statement of Changes in Equity
Consolidated Cash Flow Statement

Notes to the Accounts

206 Unaudited Supplementary Financial Information

212 Major Subsidiaries and Major Branches

215 Notice of Annual General Meeting



e EAC M)

Corporate Profile

AFTREDMBERAER-—AZLFERMMAITZ -
BNEERRRBEYR - EFEPENBIERERER
RHRNEERYE - —WNOLFREENAREEE
£I5 - VHEGRAEN=TET BIRE+TAA-
BERESEER CEREREMEY - —NAARTEH
MRKFRITEMETER  RERZRRETEM
BT -

—htEZFEXEANBXER DB ATRITELRE
2 BERAERE - ARITHSE AR B RERR
TTRBZER - —h-thFRITTLHRERMEERS
RGBT AUMESERBRZER - —LNER
XERLFEXEBDRITEHRXATMHE NS ERE
BESZ T ZRITEEA - —ANZ=ZF+AKFRITER
Ehoa ERFEREEMEXEMLITRENE - XFHKR
TR_BFZFENA—RAERGREEH IR R
(T#H—1)  EEXR2AMBLR - —RERENA
NASHEATK - F—MERLGRT  BLEER
B EMRABERTiGTUEMEREA -

AFRITDBMEMZERLFREREBEERA - &
MIZEREZEMHNRITREG -EFREHTH=T
+f - BRARLEESERINTREST - TRIETEE
MhRARRE - B2 X BH B2 RIRM X F R -
R—AMN—F5% - 2SR FRE S TR o i -
EREMBLE  FREKEA - BEFESR - BER
7 HBER RABR RERBRESLESRS -

ETLERREZREEAEN —TEFO+ =T
KREESABBNT=ZE—TAEE8 —TFRF
BRESzZAMA/ERT=ZBONTLEST -

Wing Hang Ngan Ho was first established in 1937 by
the late Mr Y K Fung in Guangzhou to carry on the
business of a money changer. Its early years proved to
be difficult due to the prevailing political and economicat
turbulence in China. In 1845 the company re-
established in Hong Kong with a capita! of HK$300,000
and a staff of nineteen and prospered during the post
war boom. In 1960 Wing Hang Bank was incorporated
and was granted a banking licence reaching the first
milestone in its future growth.

In 1973 the Irving Trust Company of New York acquired
a majority interest in the Bank and the partnership
provided Wing Hang with a stronger financial base and
the expertise of a major international bank. In 1978
the Head Office Building was redeveloped and provided
much needed modern facilities for its operations. In
1988 the frving Trust Company merged with The Bank
of New York and became a stronger and more
diversified partner. In July 1993, the shares ol Wing
Hang Bank were listed on The Stock Exchange of Hong
Kong. On 1st August, 2003. Wing Hang Bank entered
into an agreement to acquire Chekiang First Bank
("CFB") as a wholly owned subsidiary. The merger was
completed on 9th August, 2004. With a solid credit
history and a strong portiolio, CFB brings greater scale
and coverage to the Bank.

Wing Hang Bank is the holding company and the
principal operating company of the Group which
provides a full range of banking services. The Bank
has a network of 37 branches in Hong Kong, a branch
in Shanghai and Shenzhen respectively, representative
offices in Beijing and Guangzhou. The Group's
subsidiary, Banco Weng Hang has been operating in
Macau since 1941 and has an extensive branch
network in the territory. In addition, through its other
subsidiaries and affiliated companies the Group
provides nominee, deposit taking, offshore banking,
hire purchase, consumer financing, insurance and share
brokerage services.

At the end of 2005, the Group's total assets and
shareholders’ fund amounted to HK$104.3 billion and
HK$8,316 million respectively, net profit attributable to
shareholders for 2005 was HK$1,343 million.
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Group Results in Brief

@,/ G
Increase/
2005 2004  (Decrease) 2005

EEEN FOR THE YEAR HK$m HKS$m %  US$m
BEERSZEH Profit Attributable to Shareholders 1,349 1,167 16 173.99
BB Cividends 676 576 17 87.19
HLERTE PER SHARE HK$ HK$ % Uss
BEEEZH Basic Earnings 4.59 3.97 16 0.59
hHR R R EHRR B (nterim & Final Dividends 2.30 1.96 17 0.30
BERE Net Asset Value 28.28 25.16* 12 3.65

- RERHE AT YEAR END HKS$m HKSm % us$m |
BRRES Shareholders' Funds 8,316 7,395 12 1,072.5
#IF R Total Deposits 91,201 84,395 8 11,762.6
EEE® Advances to Customers 54,402 49,189 11 7,016.4
WEE Total Assets 104,323 95,448 9 13,455.0
[ > RATIO % % 1‘
AR A B U A LY R Cost to Income Ratio 37.2 42 4*
THEEDHRE Return on Average Assets 1.35 1.29
EHBRESOBE  Return on Average Shareholders' Funds 17.1 16.7*

m = million (5 &)

US$1.00 = HK$7.7535

" Restated (B #)
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Five Year Group Financial Summary
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HK$ million

Shareholders’ Funds

Total Deposits

Advances to Customers

Total Assets

Operating Income

Operating Expenses

Profit Attributable to the Shareholders
Dividends

HK$

Basic Earnings per Share
Interim and Final Dividends per Share
Special Dividend per Share

Percentage

Loan to Deposit Ratio

Capital Adequacy Ratio

Average Liquidity Ratio

Cost to Income Ratio

Return on Average Assets

Return on Average Shareholders’ Funds

Figures for 2004 were restated due to
changes in accounting policies in 2005.
Figures for years 2001 to 2003 were not
restated as the amounts were

immaterial.

2001

6,032

2002

6,338

48,697 50,102
35,5615 34,417
55,062 57,120

1,880
589
779
358

2.85
1.22

73.1
16.5
45.3
31.3
1.42
13.3

1,838
598
669
534

1.16
0.66

2.28

68.7

16.5
42.4
32.4
1.19
10.8

2003 2004 2005

6,687
77,477 84,395
46,612 49,189

88,737 95,448
2,031 2,434
712 1,033
864 1,167
426 576
2.94 3.97
1.45 1.96
60.2 58.3
15.7 15.7
49.0 4891
35.1 42.4
1.27 1.29
13.3 16.7

7,395 8,316

91,201
54,402
104,323

2,621
976
1,349
676

4.59
2.30
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Capital Adequacy Ratio
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E=
REAFRBBAEERERNRZS ARENEERENA -

HFRERLEE - AlanRGriffith % - TREXERSEB A EXBIMBRHGEER - Alan R Griflith &£ 4 18
EEMBHORITEKE  RER-_BZAEEA-THERRAFEFAERTHER AT EHRET - LEFE
BT HREL -

#FEY Alan R Griffith EE TR Z EBRRADHE -
BUFNTHESHSE

ARGEUBTRNARFRBE-FTRET-AS+— I FER  ERRETHGBE I HLE BB
BEARMAEUTHEEHERAE -



TERFHER

ARTBBEEF DRGS0 MR 2T EREESELAAECH  BRBEREBERITHRARERAT &

TERFER-_FFAET A=+ —EBERAARTRMREBROZEHRNOT

<& Fi AR 8
Aberdeen Asset Management Asia Limited (1) 22,815,000
Aberdeen Asset Management Plc and its associates (1) 23,536,000
BNY International Financing Corporation (2) 59,350,000
LEBORT () 59,350,000
ERMMERTEE {2) 59,350,000
Federal Trust Company Limited {3&5) 34,737,600
Tessel Inc. (3&5) 10,639,200
KFHRT (REBAY §RAA (3&5) 23,378,400
YKF Holding Corporation {(3&5) 24,098,400
FEFR A {4 & 5) 24,156,000
GZ Trust Corporation (4 &5) 24,156,000

(1)  Aberdeen Asset Management Asia Limited 8 Aberdeen Asset Management Plc. MIZ BB 0 o

(2)  BNY International Financing Corporation A% BANEITHZENB LR - ERBHRITHAEHBORT

SEMN2EMBLA -

{3)  Federal Trust Company Limited & Tessel Inc. B YKF Holding Corporation B2 A « kFHT (LHE

A) BB A2 YKF Holding Corporation E FRGZ B RHH A -
(4) REHFRAF A GZ Trust Corporation 2 EHE QT -

(5) =ZHEMHBRAIHE  BEXRLE BEBEL (ERAARELALIRAGBRZREA -

BE-ER—AASRENRZ+ZBEAZ2ZBEWE + BNY International Financing Corporation - #5 &M 5t 4 -
BEBAE - REAMRAS) © YKF Holding Corporation REERE AR AGIRATZRBELRTEORTROAHESD
ZETEBACHEEEE - RESFARPEEMNSESXVES - LESREEAHE AR 110,257,688 BAHRITR

AP HEAELRS -

L EHERSER - RBFARTEBZHLEEEHEBcCEMEBzTEMRERRXIELHR RFT

AE+ZAZ+-H  UEHKELE -
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EERTRARMER
FRTBBEHRYEROE 2 GMACEFRTRARMSRAZTRR  SEFRTBBAN_FFLF
TZAZ+-AREARTREABEEZRG BATETARBHZES (KBAFROEGHIE XVEH2

Ea) mT
Fh % A% &1

A IEPN RE g Br Hfl &5
BER 2,982,000 - 230,000 200,000 — (1,2 8&4) 3,412,000
T EHEE - - 180,000 125,000 -(1&2) 305,000
EER 3,000,000 60,000 180,000 100,000 —(1,2&4) 3,340,000
fa] &2 164,000 100,000 140,000 10,000 -{(1&2) 414,000
FTHE - - — — 1,451,500 (3) 1,451,500
Falbe s 71,500 - — — - 71,500
Bt -

(1) BESRREBE-NAASFEAANBR-SET=FNA-TEoRBARELE  ETEFERITHAR
RAE - THEEKEHTHIRARE -

BFRRE TEHBE R

b bl 8= BT EE 2] z T
BSER 50,000 10/03/2001 10/03/2002 10/Q3/2011 23.60
40,000 15/03/2002 15/03/2003 15/03/2012 26.30

40,000 14/03/2003 14/03/2004 14/03/2013 26.50

50,000 21/05/2004 21/05/2005 21/05/2014 43.80

50,000 14/01/2005 14/01/20086 14{01/2015 51.25

TR#E 40,000 10/03/2001 10/03/2002 10/03/2011 23.60
30,000 15/03/2002 15/03/2003 15/03/2012 26.30

30.000 14/03/2003 14/03/2004 14/03/2013 26.50

40,000 21/05/2004 21/05/2005 21/05/2014 43.80

40,000 14/01/2005 14/01/2006 14/01/2015 51.25

HBER 40,000 10/03/2001 10/03/2002 10/03/2011 23.60
30,000 15/03/2002 15/03/2003 15/03/2012 26.30

30,000 14/03/2003 14/03/2004 14/03/2013 26.50

40,000 21/05/2004 21/05/2005 21/05/2014 43.80

40,000 14/01/2005 14/01/20086 14{01/2015 51.25

&R 30,000 15/03/2002 15/03/2003 15/03/2012 26.30
30,000 14/03/2003 14/03/2004 14/03/2013 26.50

40,000 21/05/2004 21/05/2005 21/05/2014 43.80

40.000 14/01/2005 14/01/2006 14/01/2015 51.25




@ HEARFIRBE-_FTNEMNA-S+T_HRBBACZEEEAHMNE  BTEFRTRAREN  THWHEEE

AMTHEET -

Ak AR ZUBAMG
WA BHEA BT HE 23 ES A 7T
HEE 200,000 21/05/2004 21/05/2010 21/05/2014 1.00
FRE 125,000 21/05/2004 21/05/2010 21/05/2014 1.00
B 100,000 21/05/2004 21/05/2010 21/05/2014 1.00
A5 10,000 21/05/2004 21/05/2010 21/05/2014 1.00

(3) MOEBERBEEREEHE MAEBZERABRFEHELA -

4 BERXEREGERALEHAEZEZERG BRERSACEERLBTIERIARRAAREBAZ
110,257,688 ¢ A »

B XS - RZBERET-RZ+—8B  RESHRAEKRIEXNVES  SHE - TRARXRRHAARAL
BERABRTREAEBZM 2B EFEBRE#E -

T2 EENEARS  BEARTREESLHROEXRAEF2RMRZESRTRARESRMEECMR -
“ERhETTA=Z+T—B c WEKELE -

BREH

BRECHAZZRESS SEIREABTRATATPIRABRREUBEALRITRG  FAHEENER - &
FRAREAHITFRTORABEEZTHEEAFRTAIERERFHRCRITREIELI LR - ZFF-FN
A—BzH REGAZRESTEOMNEEEEAREERARAMARLA ([BRHA]) 2 FHKRHHENE
SNt _BEF-—FAA-RAZE% REERELATIHEFINRSTE :

() BRORBFPEEBIAZETH ZBLAKBER R

(i MOERFFINAMEREERZIAMFEHRTHM-
RRENTEASARESRL —F YORBTENE-BFEZETAFHRGTE - ZEZRREALEE —1T -
ZRREHHCR-_FE-FRA-tMNER L Toa—HBRAEMHDR - LHEREFHRHE TS HEBK
ERFELEHEMNETE#k-
BEFOZEEFUTFEINRAMARSTENAFRTRHEBRBZAHBERTREESZE - RZF

BRET-A=S+—F  EBFNZRESUTPET 2 SRR A 13,793 000 Wt ERITERITRAB I 2N
Bt o
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RIFFAF+_AZ+—0 - ARODZBERERFFALARTRMHEZRBIERDT (ZRTAF+ZR=+

—BERMEAE 55.80T) -

R E BRI
B & 8 Birg A BiTfEe BhMz #¥A2 FE-AZER
311212005  31/12/2004 g¥ay BiH#a Rir®A RHEE SR MELHRFR
AR BT p
iB
BER 50,000 50,000 10032001 - - 23.60 29.00 -
40,000 40,000 15/03/2002 - - 26.30 26.30 -
40,000 40,000 14/03/2003 - - 26.50 26.50 -
50,000 50,000  21/05/2004 - - 43.80 43.80 -
50,000 ~  14/01/2005 - - 51.25 50.75 -
IRE 40,000 40,000 100372001 - - 23.60 29.00 -
30,000 40,000 15/03/2002 - - 26.30 26.30 -
30,000 30,000  14/03/2003 - - 26.50 26.50 -
40,000 40,000  21/05/2004 - - 43.80 43.80 -
40,000 - 14J01/2005 - - 51.25 50.75 -
HER 40,000 40,000 10/03/2001 - - 23.60 29.00 -
30,000 30,000  15/03/2G02 - - 26.30 26.30 -
30,000 30,000  14/03/2003 - - 26.50 26.50 -
40,000 40,000  21/05/2004 - - 43.80 43,80 -
40,000 - 140172005 - - 51.25 50.75 -
PER - 40,000 10/0342001 40,000 - 23.60 29.00 48.20
30,000 30,000  15/03/2002 - - 26.30 26.30 -
30,000 30,000  14/03/2002 - - 26.50 26.50 -
40,000 40,000  21/05/2004 - - 43.80 43.80 -
40,000 - 14/01/2005 - - 51.25 50.75 -
HitiEB 60,000 60.000  10/03/2001 - - 23.60 23.00 -
40,000 40,000  15/03/2002 - - 26.30 26.30 -
80,000 80,000  14/01/2003 - - 25.80 2570 ~
220,000 325,000  21/05/2004 70,000 35,000 43.80 43.80 55.55
50,000 - 14/01/2005 - - 51.25 50.75 -
105,000 - 28/01/2005 - 25,000 50.25 49.80 -
1,285,000 1,105,000 110,000 60,000

SHBBEERE T2 FAEARAZ ZHARBE X E R BRIEMH T 42 -

EERBHE

REFCHaecEEEDFD  TFIBVRRFTREL/TIRAGENUBASRITRG  FARBESHEHA/E
ROAH 2B REERLZNFEIR_FENFUA-_T-RUBBEREFA I FRTARMEHNBERS
TREBFVRITIRERITREARS 2 — - HARBHAHNEXEABFEETESE  BHUTZAESLER -

HH

#BEER 2B

B BAREE BT
BHABMEFHBEE
BB BEs N BE
BHABEHNESF
g el =R E R e R

5%
10%
15%
20%
50%




R-ZBFRAF+T-A=Z+-8 FROEFLEANAEETRETBALRTZRONT -

HITE B HHEA AUBEFEZ
31/12/2005 31/12/2004 ¥F¥BH ~EEAE
T

¥B
SN 200,000 200,000 21/05/2004 42.80
FRE 125,000 125,000 21/05/2004 42 80
BER 100,000 100,000 21/05/2004 42 .80
fal &2 10,000 10,000 21/05/2004 42.80
HitEEA £0,000 60,000 21/05/2004 4280

495,000 495,000

ABRTHSEEEER -BRAF—A_1T-HRBFERABAARTZRONT  #HEZ2FRERETFRAA
B EB20TT °

BHBE

KB
pfcig 450,000
ERE 270,000
BER 225,000
HitE 8 615,000
1,560,000

ALEBBEEARAHABUBERBETETESRN LB ALRTRE - ROSRBELESPEELY —T
A - BHZAFEEUBEAHE  CERUBEARLENEARBRRABREBEARRESA - BITRER
HAMEZHERBREZRE  BHUEATHREAEERBRERMNE -

EESHER
FEERIFFENFRITIAAMBLRYETUEAHEEZT RS Z2EESN -

Bz ZREGAPRERERIEN  FFAXRTARMBLRABITEANSOBESIRITERNEERE
FRITAHMAEABBZRG XMW MR -

BUBY RERRITHEFEMBRBELH -

BH - HEXBR LTRSS
BE-STAFI-AZ+-BLFER ZARTIACAMBAFYLAME HEXMEAART2Z EHBH -
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TERERAERTR

BRELEMTAN FERZROCEFRERRKBRIABEF TR (T LHRM) HE+m [REEAS
BFA) PZ2BFRHBX - ARARTCEEAZAMARE-t - HEE-+RAZEEETAREDR -
He [FeaMRIRBHEMBEAN] 28R
AEEZRACHEE2EREEORETERRHUIECHETR (AuERRTREERMBEAN] ARNER
T o

NBEFERE
REFESAH  RARTHEAMERBRIRATHMAA  ARTCEB ETHAUMT Z2R KR -

BT
REQHETASHOEHFEE -

EEBETORFIBFREL  BRFACEESHOHABEBMABRRITIRYE -

FHEEER

MERFTH AL
BER EE

EE —FETREZA+XA




I wExE/AMas

TEERER

ARAR-_STHEEN  CATEREARREEWAXRHERAT (WA BHFLHHRM (T LHRRID)
B W TREEAERTH] P2FUEY B THRESED  SRAEX A2 (FHBEHNESRRITRAHZ
Af) RTREXAL (FRTERZETREAHEELH) -

ESETZRHRS
REFERAITRAURET [ EFETAEFETEFRHORETR] ((HETR)) FRAHREERZR
AR 19 2 <7 AU A A 4 3R <F o

HPRBAEER _SPAEEEES AU UTRETNZRE -

559
HEGRET - SEF - MHAF FHFHOBEREALAGERATE  NEFEREEIHNEE -

HESTHAOESE BASSFEETINGSA  _FFASYLTHAAER BEZLBLEEET

MITHE
BaEEt (BEER)  FREALREEBAEHERZPAS - AERELLFEIXNEHR -

BIERITHS
TEEEL  PEHYL  DNERELREBRASHEMRGH  HETALLEZHEH -

EEFCUBSBYRMTETRBLAMNSEICEZATHABUMSFREIER  LARARTESTH
BEYTAL-

FEMITHE
Alan R Griffith £ £ HE— /€& o Kenneth A Lopian EEHFE - ASH - SRBEELRE2TEE -

RTEHNCAFINZRSATNERISHR - ERERTHBUNBTZACESAGH - UETHAR

BE -

CREHEXEHSREENEE NIAESECHEM AR -ETEE YR AEREMESEXHEH
RRET2RETE - SELREH=RNEL -

2EUEHENEHNE SO XN RAREN HEXHFRIEVENERUEEHBERREMAFTRELAB/R
F-EHAERAME  FROTLEBRIFLARZERE -

HESEBAREREERBUIRSRTEZEN  TRAREHEFHTIADI ZHAEREARME -
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iIr>RE/HAF A E

EREZARSINETERRARESTELFSE R ER NARHEESRELRE S AEHELTRHLE
PRz BIFRTESLE -

LEHBRTESA ERLE  ERNESTRSIEBNE  EHEHEHRLHE -

BLEREENZRAS L AARYE SR GALNEGMEBEERER AT  APOREERBZEME
BRHAEZRHEBR -HESHSBHRE ERLBEZVBRBEATRNABERBART2MEE - HBHUIF
REER  BERERUNFELE2H -

MAERHAEGLONBZERARE  URANSAIEFAMEERARNBENSHBBT -

ARITFLRFEHEHRERL2AMN  UBRHARTZEEREVSEHEE 2 EF YRS MBASEER -
BRZ BXMENRR  BRAZERAEREGEERETZHRA -

BUERHAERF BEFNEHIBATHRHBILERER  BRAXRTEN - B EFTUBREE T
HEER LB AMEFETEHIRITZHE -

SREFERTHEMEIXNBETERXRFEARER NUSSRARTIRERZMNEN RETSRENEH
AMHARTZMBRAAREEER L AHEL -

EFOCRLSAZRE  ERTRERY  ERZAY BHIEREZEGRYMZEEE® - TREBATERY
H@HZRA® NMERZER REZESLRAZRGREZRY  UERLRTZEEXBER - MEZES®Y
ARFWzZREED FREAQEMHATERG SERA BERDYNATR S EEAENESOERR
RE R -

ZHRABEFAHES TRERTEEBE 2R  TEHETRYN  UAHRZSRIFEAEABRITZEE -

TREES
TREAGTMBNTER  RUAGUTRRERER - UEAGQRTBABREMENTES -




BETSGRE  TRESANBERTREESLACN B REMARIOR AT ZRIREE  ABRTS
afE (EARR)

s WEERRITRAMER

s BEMANERER  AEELRETE  FH - BARSEEKNTHRRIBA

s EMEREHEAEAHNY EFETARBERARNEBRSTRES

s EMREHEARARHBAARAYEGYE  2FREER  BOEBKELHSHERTH
s BHLRFHHNBZALER REAFEHMAMIFRRBAZERAM

s R FWEEFEFH R

RiE£8"
BEERRIERARGNEFRATRAAARARUTEEHAR - ZRGNARGERAFRBZEAR
REBEE WLRAEERHBEZERL ZEAGRBOHKTRAR  ZENTET  FHEAE=ERARE
BEEE -

ERERE
EHZEERTHETER BHRABERASTZVHREBHBREIEXFREEIHA - ZREINABETHR
BH - ZRHTHES  HHERE TERILIET AAHREITREBETEREE -

EERHNEEERS
AEAMERZRASANNTRARAHEEARRZEN THARKR X5 REARADESREE  SARE
EHETRBIEEARTRAR - ZRGYAEFIRXAMIKARKS - ZRAGNARKBTHAR =4
RITEE - MBRE. AR TERNEXIERAREFEIE -

BENEES
ARAZERERER-NAAZFRY  RAGEESEATHES  2EEYL (EF)  SAplddt 7R
SERMETEE -

EHZESTHENTES  MKEE  ABEBERARTIHUMEBTRH  URAMBRE  NEERW
BEIMEREN  DREARSE  AREERKREOARITHEZRS ZRAGTEAROFRTABEHR -
ABRTZEBMELREERIBARE 2 EEEH  TREARTAEEERES -
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BRZBRERN_FTRAFERTIRAGN SRARERMUEZNEALL R 2GS  BEHYLHERR  ME
BMEBEMITREF X BEZEAYERERARITHAMZRAESBA  RARBZER - REATBBE—FWmH
QER-Er Lk

RZBREPHF ZRECEEMKFRIREHZE _BRNE+ A=+ BULEFEUBESARBE_220F
AAZTHELEABAZGBES BR2XEFEREL -  ZERSFCERIN 2B RSE-F - SRBEHZHERH
BREEAEBFEGNEUMIBZZE -

ZEREXRTZEYMETER NEE_EPRNET_A=+-RALFEZEERBEE-SERGERACT
BEABAZGHMRE ARETED - -ZASTHRBFZMS - UTELFHIM -

ERHELRARERTH  ZAGEN  MRUFHFEANEBEGE  SHEUHEAEUBLIHZZ2EMR
B AER ZRAEMRIFTRTIRUMZECEE - ZESEBREE LM A HEARKEREAMEER
FRBRARLEEREREEETECRE - ZRANEIREEFNEERBREARTZZHMAIEE 228 -
LIRIEMEEE - ZREN_FRPIFRAEERBET T RS  HABEZESRASBEERETRER -

HOBRBAFE ZESRERYEE QBT REBETFER  UWESBIBRHRERE RN -
R-FEIF EEGLELZRAGEHR ZE BEREABEEARTIEBMZ2SELEEIL -
EREZREMREHRERER UETHRE -

BREZEE BB RNERT  BHER AR HRB VR R B ERRAERRARKXES
B2HRE - VIBEKERERER  BEREREHLEZR -

EEEEe YRR pETAEY CI332HT BER-CEFRENA+—HAETRnESISHE - ERE8S
CERETBEXENRERTZHY www.whbhk.com KT

ESREEES
HERAZREN_FPET_FT AR - KECE-RBYIRTES  FEBEL (TE)  BEHEFLE
x4 NEREZARARFMROEFARIBAZEFARTHIENEHE - 1TRLR  ATBERE
BEE G - RIFPFHAF FEEALESAIITGHE-—RGE BH-OHSRITHAERERZERE
RZRERY  BRRAZECART-BFERBE -




FHESS
FHEEER-NAARERT  AEFWZBREAEE - FHEZRENEQEMEBBUIFNTHSE  BEHEL (X
) RFEEEL - FHERETFRIT R4  MAROTHERAREREZ VHHBRRRREBELRE -
BMUMBGHFETHERER - SFRAFETLEH -

ABROT7HEBRREEREHEKTERNRATERE N ZEEPHRIFETHARZIERFEREAE &Y
REHARG2HERSRAEEERRABELHYN - A2 EXBRUZAR - TEEL/AFLEZRITHAIHM
ZHe (BREMRDTH) FEE-

FHZEEARAMATHERSAREE/ HERMNEIRETHRARAN YRERERERIEZER -
ZECHRREHEMAR  UETHERHT -

PHEER  RERERETARYBIIZABBEMIINBERT - ER-FFRFNA+T—ABITRHEE
it - HFHEAT2BREEE2XENART Z B www.whbhk.com R HF -

HERRITRAR
SEEBLIAFRTZEERRTHAR - EEFRRURETEEENBHEPE- AFLE TRARES®
RAZHRBYFRTEE  MARKRTIEMAXERHBOTZHNTESE  HAEBTHER  YME2EERTZ
FEREE TERHEEECHZENTRESKTE BAYBFEAMATHEBHZAER HIFRRETHR
BBA—AFE FYRBUSE LR Z7AGE  EXRTHEARBRBHAFLRBESHRE -

FUITES

FERNTEE 2 BEREBITRERTARLAS2ZATE - FRTTHF I AVBHGEHT & - BEEENTH - ¥
BREAXRTZEASSRAEARANRERTET AUHREE - EF - ERREFAGL  ¥NN=ZH2 -
S (EHBRBYF=2FH MRARODE - BAREBR=42—) BRE-

BEARTZHBEEAALAN  ERESMICCHCHEEANGEFEZEREERAAG LBRHEET -

% B AT &
RERTZEHAMAIER B RFEFMB W ESTC WA T F AR ZRAM A -

EsHRAZEE
TREASEMZERR HNPCEREECACT YEFRATHERENGZEFERREAREHERZRAE - &
FOZEBMRARBEZACRACHNELEBMBEEA -
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Lorporate Information

Board of Directors

Chairman
Dr Patrick Y B Fung

Directors

Dr Cheng Hon Kwan, GBS, JP*
Mr Ambrose H C Lau, GBS, JP*
Dr Simon K Y Lee, JP*

Mr Tung Chee Chen*

Mr Aloysius H Y Tse”

Mr Alan R Griffith*

Mr Kenneth A Lopian®

Mr Andrew M Gordon®

Mr Frank J Wang

Mr Michael Y S Fung

Mr Louis C W Ho

Secretary
Mr Louis C W Ho

Executive Committee
Dr Patrick Y B Fung

Mr Frank J Wang

Mr Michael ¥ S Fung

Audit Committee

Dr Simon K Y Lee, JP

Dr Cheng Hon Kwan, GBS, JP
Mr Andrew M Gordon

Mr Aloysius H Y Tse

Remuneration Committee
Dr Cheng Hon Kwan, GBS, JP

Dr Simon K Y Lee, JP

" Independent Non-executive
Directors

*  Non-executive Directors

Auditors
KPMG
Certified Public Accountants

Registered Office

161 Queen's Road Central
Hong Kong

Telephone: (852) 2852-5111
Fax: (852) 2541-0036
Telex: 73268 WIHBA HX
SWIFT: WIHBHKHH
Wabsite: www.whbhk.com

Share Listing
The Stock Exchange of
Hong Kong Limited

Share Registrars

Computershare Hong Kong
Investor Services Limited

Rooms 1901-5, 19/F

Hopewell Centre

183 Queen's Road East

Wanchai, Hong Kong

ADR Depositary Bank
The Bank of New York
Investor Services

F.O. Box 11258

Church Street Station

New York, NY 10286-1258
Telephone: 1-610-382-7836
Fax: 1-212-571-3050

Affiliated with The Bank of

New York Group

Senior Management
Dr Patrick Y B Fung
Chairman and Chief Executive

Mr Frank J Wang
Director and Deputy Chief
Executive

Mr Michael ¥ S Fung
Director and Senior General
Manager

Mr Louis C W Ho
Director and Secretary

Mr David K M Fung
MBA, DBA
General Manager




Board of Directors

Executive Directors

Dr Patrick Y B Fung

Chairman and Chief Executive

Age 58. Obtained MBA degree from University of
Toronto in 1973 and awarded Honorary Doctor of
Business Administration by the Hong Kong Polytechnic
University in 2001 and Honorary Doctor of Laws by
the University of Toronto in 2005. Joined the Bank in
1976 and appointed a Director in 1980. Appointed Chief
Executive in 1892, Chairman and Chief Executive in
Aprit 1996. Chairman of numerous subsidiaries within
the Group. A Non-executive Director of Miramar Hotel
and Investment Company Limited and an Independent
Non-executive Director of The Link Management
Limited. A member of the Court of the Hong Kong
Polytechnic University. Chairman of University of Toronto
(Hong Kong) Foundation, a member of the Dean’s
Advisory Council of the Faculty of Management at the
University of Toronto, a council member of the Hong
Kong University of Science and Technology, Chairman
of Travel Industry Compensation Fund Management
Board, Vice President of The Hong Kong Institute of
Bankers, a Co-opt member of Planning, Development
and Conservation Committee of the Urban Renewal
Authority and a member of the Board of Trustees of
the Lord Wilson Heritage Trust. Son of the late Mr Y K
Fung, founder of the Bank.

Executive Directors
From left to right:

Mr Frank J Wang

Mr Michael Y S Fung
Dr Patrick Y B Fung
Mr Louis C W Ho

Mr Frank J Wang

Deputy Chief Exectutive

Aged 54, Obtained MBA degree from Cornell University
in 1979. Joined the Bank and appointed a Director
and Deputy Chief Executive in June 1999. Concurrently
a Managing Director of The Bank of New York, a
substantial shareholder of the Bank. Has extensive
credit control experience. A member of the Executive
Committee, Credit Committee and Management
Committee of the Bank. A member of Deposit Taking
Company Advisory Committee.

Mr Michael Y S Fung

Senior General Manager

Aged 56. Obtained BA degree from Carlton University
in Ottawa, Canada. Joined the Bank in 1978 and
appointed a Director in 1892, A member of the
Executive Committee, Credit Committee and
Management Committee of the Bank and a Director of
numerous subsidiaries within the Group. A council
member of The Hong Kong Liver Foundation. Son of
the late Mr Y K Fung, founder of the Bank.
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Boara of Lirectors

Mr Louis C W Ho

Secretary and Deputy General Manager

Aged 69. Obtained an engineering degree from McGill
University in 1961. Joined the Bank in 1972 and
appointed a Director in October 1995. A member of
the Management Commitiee and Credit Committee of
the Bank and a Director and Secretary of numerous
subsidiaries within the Group. Brother-in-law of Dr
Patrick Y B Fung and Mr Michael Y S Fung.

Non-Executive Directors

Dr Cheng Hon Kwan, GBS, JP

Aged 78. Bachelor of Science in Engineering from
Tianjin University and Fellow of Imperial College London.
Honorary Fellow, Gold Medallist and Past President of
The Hong Kong Institution of Engineers. Fellow and
Gold Medallist of The Institution of Structural Engineers.
Former Member of Executive and Legislative Councils.
Past Chairman of Land and Building Advisory
Committee, Transport Advisory Committee, Hong Kong
Housing Authority, Councils of City University and Open
University of Hong Kong. Currently, Independent Non-
Executive Director of Tianjin Development Holdings
Limited, Agile Property Holdings Limited, Hang Lung
Group Limited and Hang Lung Properties Limited.
Joined the Board of the Bank in 1987.

Mr Ambrose H C Lau, GBS, JP

Aged 58. Obtained LL.B degree from the University of
London and is a Solicitor of the High Court of the
HKSAR, a China-Appeointed Attesting Officer and a
Notary Public. The Senior Partner of Messrs Chu and
Lau, Solicitors and Notaries. Awarded “"Gold Bauhinia
Star” by the HKSAR Government in 2001. A Standing
Committee member of the National Committee of the
Chinese People’s Political Consultative Conference and
a member of the Board of the Hong Kong Mortgage
Corporation Limited. Mr Lau is an Independent Non-
executive Director of Beijing Enterprises Holdings
Limited, Glorious Sun Enterprises Limited, Guangzhou
Investment Company Limited, GZI Transport Limited,
Qin Jia Yuan Media Services Company Limited and
The Hong Kong Parkview Group Limited. Joined the
Board of the Bank in 1996.

Dr Simon K Y Lee, JP

Aged 78. Chairman of Sun Hing Group of Companies,
Non-executive Director of Pacific Basin Shipping
Limited. President of the Lions Eye Bank of Hong Kong
and President of the Hong Kong Society for the Deaf,
Chairman of the Hong Kong Liver Foundation. A
member of the Court of the University of Hong Kong.
Past District Governor of Lions District 303 and Past
International Director of Lions Clubs International.
Awarded Honorary degree of Doctor of Social Science
by the University of Hong Keng in March 2C006. Joined
the Board of the Bank in 1991 and currently Chairman
of its Audit Committee.

Mr Tung Chee Chen

Aged 63. Chairman and Chief Executive Officer of Orient
Overseas {international) Limited. An Independent Non-
executive Director of a number of listed companies,
including Zhejiang Expressway Company Limited,
PetroChina Company Limited, BOC Hong Kong
(Holdings) Limited, U-Ming Marine Transport
Corporation, Sing Tao News Corporation Limited and
Cathay Pacific Airways Limited. Mr Tung received a
Bachelor degree in Science from the University of
Liverpool in 1964 and a Master degree in Mechanical
Engineering from the Massachusetts Institute of
Technology in 1966. Joined the Board of the Bank in
January 2004,

Mr Aloysius H Y Tse

Aged 58. A Fellow of the Institute of Chartered
Accountants in England and Wales, and the Hong Kong
Institute of Certified Public Accountants {"HKICPA"). A
past president of the HKICPA. Joined KPMG in 1876
and became a partner in 1984 and retired in March
2003. Non-executive Chairman of KPMG’s operations
in the PRC and a member of the KPMG China Advisory
Board from 1997 to 2000. Also serves as Independent
Non-Executive Director of the China Construction Bank
Corporation, China Telecom Corporation Limited,
CNOQOC Limited, and Linmark Group Limited,
companies listed on the main board of the Hong Kong
Stock Exchange Limited. Currently Chairman of the
Internationa! Advisory Council of The People's Municipal
Government of Wuhan. Joined the Board of the Bank
in November 2004.

Mr Alan R Griffith

Aged 64. Obtained a BA degree from Lafayette College
and a MBA degree from Baruch College in 1971, Vice
Chairman of The Bank of New York and has recently
retired from that position. Joined the Board of the Bank
in 1999 and would retire as a Director at the conclusion
of the Bank's Annual General Meeting in April 20086.

Mr Kenneth A Lopian

Aged 49. Cbtained a BS degree from the University of
Scranton in 1979 and also attended The London
Business School. Executive Vice President of The Bank
of New York, member of its Executive Committee, with
responsibilities for Asia-Pacific, Latin America and
Strategic Sales. Joined the Board of the Bank in March
2002.

Mr Andrew M Gordon

Aged 44. Obtained BA degree from the University of
Exeter, England in 1982. First joined The Bank of New
York in 1985 in London and received credit training in
New York. Has taken on assignments in Hong Kong,
London, Tokyo and now in Hong Kong as General
Manager of the Hong Kong Branch, and head of North
Asia Division of The Bank of New York. Joined the
Board of the Bank in October 2003.




Lnairman’s statement
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Dr Patrick Y B Fung
Chairman & Chief Executive

1t gives me great pleasure to present the Group's
2005 Final Results. 1 am delighted to announce that
the Bank achieved record profit last year. We were
able to achieve good asset growth in China and Macau.
Our consumer financing, investment mortgages, trade
financing and equipment financing also did well.

This excellent performance took place on the back of
an improving economic climate. Hong Kong's real GDP
grew at a robust rate of 7.3 percent after 8.6 percent
growth in 2004. Exports of goods and services grew
due to the buoyant trade flows with China, and the
ecanomy was further boosted by the continued strong
inbound tourism. Consumer spending rebounded as a
result of rising employment. The unemployment rate
declined to 5.2 percent, its lowest level in four years.
Household income also gradually improved while
inflation remained benign with consumer prices rising
by just 1.1 percent.

Short-term US interest rates continued to rise at a
gradual pace, taking the federal funds rate to 4.5
percent by January 2006. Local interbank interest rates
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closely followed that trend after the Hong Kong
Monetary Authority (“HKMA") refined the cperation of
the Linked Exchange Rate system last May. However,
the Hong Kong dollar exchange rate hovered on the
strong side of the peg on continued speculation about
a revaluation of the Renminbi.

Asset quality continues 1o improve amid stable
conditions in the domestic economy and property
market, Rises in real estate prices in the first half of
the year helped the number of residential mortgage
loans in negative equity to fall by 90 percent to 11,000
units compared with the recent peak in 2003.

Profit attributable to sharehclders reached a record
HK$1,348.7 million, an increase of 15.6 percent
compared to HKS$1,166.7 million the previous year.
Earnings per share rose 15.6 percent to HK$4.59. The
Board has recommended a final dividend of HK$1.60
per share. Together with the interim dividend of
HK$0.70 paid on 12th September, 2005, total dividends
for the year amounted to HK$2.30 per share,
representing an increase of 17.3 percent over 2004,

The return on average assets and average shareholders’
funds reached 1.35 percent and 17.1 percent respectively.
The Group’s capital adequacy ratio and average liquidity
ratio stood at 14.9 percent and 50.8 percent respectively
while the loan to deposit ratio increased slightly to 59.7
percent due to an increase in loan volume.

Another important achievement was the successful
integration of CFB as a result of a carefully executed
merger exercise. This has resulted in a stronger and
more substantial bank with an expanded branch
network. In addition, significant revenue and cost
synergies were achieved in 2005. The Group currently
has 37 branches in Hong Kong, 11 branches in Macau
and one branch each in Shenzhen and Shanghai. As
at the end of December 2005, the Group employed a
total of 2,301 staff.

Looking ahead, global economic expansion shoutd
continue in 2006 despite uncertainties about interest
rates and energy prices. Trade protectionism in Europe
and the US as well as continued pressure for a
revaluation of the Renminbi may cast a shadow on ihe
outlook for economic growth in China and Hong Kong.
Howaever, there are signs that the US interest rate cycle
is near its peak, and domestic credit growth is likely to
increase in ling with strong economic activity.

Dividends per share /
Basic earnings per share
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After the successful integration of CFB, we now have
a larger operating platform and customer base o grow
our business. We will continue to expand our business
in high growth areas such as Macau and China. While
pursuing such a growth strategy, we are keenly aware
that the key to success is a prudent lending policy.

We will continue to control costs by carefully
streamlining our operations as well as broadening our
fee income and expanding our consumer lending
businesses through cross selling to an enlarged
customer base. We will focus on enhancing our
franchise by introducing innovative products and
delivering superior service.

| would like to take this opportunity to extend my
gratitude to my colleagues who have worked very hard
to achieve these outstanding results. | am indebted to
the Board of Directors for their continued support and
counsel. | am also grateful to our sharsholders who
have continued to extend their trust and support to us.

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 16th March, 2006




Review O1 Lperations

Financial Review

For the year ended 31st December, 2005, the
Wing Hang Bank Group achieved a new record in profit
attributable to shareholders of HK$1,348.7 million,
representing an increase of 15.6 percert compared to
HK%$1,166.7 million in 2004, Earnings per share rose 15.6
percent to HK$4.59. The Board has recommended a final
dividend of HK$1.60 per share. Together with the interim
dividend of HK$0.70 paid on 12th September, 2005, total
dividends for the year amounted to HK$2.30 per share,
an increase of 17.3 percent over 2004.

QOperating profit before impairment allowances increased
17.4 percent to HK$1,645.0 million due io an increase in
total operating income and a decrease in operating
expenses. The Group's total operating income rose by 7.7
percent to HK$2,620.8 million due to an increase in net
interest income and non-interest income.

Total net interest income was 3.8 percent higher at
HK$1,865.0 million as a result of an increase in loan
volumes which offset a narrowing of net interest margins.
Net interest margins fell 11 basis peints to 1.88 percent
due to mortgage re-pricing and an increase in the cost of
funding as a result of the higher interest rate envireonment.

Non-interest income rose 18.1 percent to HK$755.8 million
following increases in lpan commissions, treasury dealing
profits and wealth management commissions.

Meanwhile total operating expenses decreased 5.5 percent
to HK$975.8 million thanks to a decline in depreciaticn
expenses and an absence of amaortisation of goodwill.
The Group's cost-to-income ratio improved from 42.4
percent to 37.2 percent due to cost synergies from the
acquisition of Chekiang First Bank {("CFB"}.

Impairment losses and allowances on impaired loans and
advances decreased 0.7 percent to HK$54.1 million due
to the recovery in property prices, declining persona!
bankruptcies and a general improvement in the economy.
The charge-off ratio for credit cards dropped to 1.50 percent
of card receivables from 2.48 percent last year. For the
year under review, the level of impaired loans decreased to
HK$560 million, or 1.03 percent of total loans.

Total advances to customers increased 10.6 percent to
HK$54.4 billion due to satisfactory growth in demand for
investment mortgages, consumer financing, equipment
financing and trade financing as well as higher credit
demand in the Group’s China and Macau operaticns.

Total deposits increased 8.1 percent to HK$91.2 billion
and customer deposits increased 9.0 percent to HK$85.7
billion, mainly as a result of a larger pool of fixed-term
accounts. Deposit growth was partly helped by increased
brand awareness following the CFB acquisition as well as
an expanded branch network and the successful
promotion of the Elite Banking service targeting high-net-
worth customers.

Deposit Mix
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Opening of United Centre Branch at Admirally

33



34

nevicw O vperatiors

Opening of Mei Foo Branch by the Chairman, Dr Patrick Y B
Fung

Business Review

Retail Banking

The Retail Banking operations recorded a 16.1 percent
increase in profit before taxation in 2005, mainly brought
about by a decrease in the impairment allowances and
strong growth in loan commissions and the wealth
management businesses.

Local property prices consolidated in the second half of
20056 after a pronounced increase in the first quarter of
2005. Our proportion of residential mortgages remained
unchanged at 25.6 percent of the total loan portfolio,
Looking ahead, there are signs of revived price competition
in the residential mortgage sector and renewed margin
pressure on new mortgage lending.

We made further progress on branch rationalisation last
year. Four branches were merged in 2005 without causing
any inconvenience to our customers. We also opened
three new branches in prominent locations and plan to
open another branch in March 2006. We will continue to
look for strategic locations te expand our branch network
and to look for larger spaces for exisling branches in
order to accommodate a growing business. At the end of
January 2006, the total number of branches in Hong Kong
stood at 37.

Vigorous promotional activity helped to broaden our customer
base. Programmes such as Branch Open Days and lucky
draws have been well received. In keeping with our efforts
to boost customer loyalty, we have taken active steps to
continually improve the quality of our service. A survey
conducted by an external consultant last year showed a
high level of customer satisfaction and loyalty, as well as a
positive response to the Elite Banking service targeting high-
net-worth customers. Our customer relationship officers have

gone the extra mile to help customers, giving special attention
to meet their requirements. As a result, we are able to
recommend best of breed products to suit both our
customers’ investment and banking needs.

Consumer Finance

Wing Hang Credit, a well-known niche player in consumer
lending, continues to provide a broad range of loan
services through its 15 branches and business centres.
This unit has taken advantage of an expanded network to
increase its loan portfolio over 20.0 percent during 2005.
In 2006, we plan to further increase the number of point-
of-sales by opening two to three new branches and to
promote personal loan products across the Wing Hang
Bank and Wing Hang Credit network.

Auto and Equipment Leasing

Wing Hang Finance Company Limited, a market leader in
the auto and equipment leasing industry, extends credit
facilities to small and medium enterprises {SMEs), both in
Hong Keng and to those with operations in China. In 2005
the company achieved good growth in loan assets despite
keen price competition in the local vehicle financing
business. In view of the enormous growth potential in
equipment and vehicle financing in Mainland China, the
company has expanded its marketing workforce to target
customers with operations in the Pearl River Delta Area.

Wealth Management, Insurance and Share Brokerage
The performance of the Wealth Management business
continues to grow despite higher interest rates. This was
partly due to the continuing expansion of our points-of-
sales outlets offering a growing array of investment
products. Three wealth managament centres are now
strategically located in Ceniral and Shatin. Responding to
the rising demand for wealth management services and
the growing sophistication of our customers, the Bank has
introduced high-yield savings and investment products. We
now offer a wide range of mutual funds, retail callable CDs
and equity-linked notes as well as other investment
products.

Wing Hang Insurance

Last year was a challenging time for the general insurance
business due to a highly competitive environment.
Nevertheless, Wing Hang Insurance Agency and Brokers
achieved above average results while Wing Hang Zurich
Insurance's favorable results reflect the success of the
bancassurance concept. We maintain a close relationship
with our business partners in China and this cooperation
has enabled us to rapidly grow our business portfolio there
by 40 percent. We expect to be equally successful in 2006.
Qur investment in Hong Kong Life Insurance and Bank
Consortium Trust has started to make positive coniributions
to the Group, and the ongoing promotion of life insurance
and MPF products will be one of our main priorities in 2006.

]




Loan Composition

Non-domestic Loans
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" Home Ownership Scheme & Privale Sector Parlicipalion Scheme

Cocktail Reception to celebrate the opening of Shanghai Branch

Wing Hang Share Brokerage

Wing Hang Share Brokerage, the Bank's stock broking arm,
recorded a slight decrease in brokerage fee commissions partty
due to increased price competition. To improve operational
efficiency, we will continue te encourage our retail investors to
execute deals through our Internet trading platform.

Corporate Banking

The Corporate Banking division recorded a 4.4 percent
increase in operating profit before impairment allowances.
This division in partnership with our mainland branches
provides credit facilities 1o both SMEs and large
corporations in the trade and manufacturing sectors. Trade
financing increased by 18.7 percent in 2005 following efforts
to actively encourage customers io utilise credit {acilities
and monitor the development of various industry seclors.

Treasury

The Bank's Treasury operations accounted for 13.7
percent of the Group's operating profit before impairment
allowances through vield enhancement of surplus funds.
This was partly achieved by investing excess liquidity in
high-grade investment bonds and debt securities.

China

In China, we provide credit facilities to Hong Kong
manufacturers who have shifted their operations to the
Mainland. We also offer project financing for Hong Kong
developers operating across the border. Our residential
mortgage financing portfolio grew by 71.9 percent in
2005. However, the foreign currency mortgage business
{aced stiff competition as mortgage lending rates in HKD
and USD increased relative to the RMB lending rate.

We will continue our expansion strategy in China to
capitalise on the country’s high econemic growth. In
2005, we opened our Shanghai branch and Beijing
representative office. More recently we opened our first
sub-branch in the Fumin district of Shenzhen. To further
expand our network in China, we will upgrade our
Guangzhou representative office to branch status in the
third quarter of 2006. We will also devote more resources
to develop our network and retail banking products to
prepare for the complete opening of China's banking
sector by the end of this year.

Macau

In Macau, Banco Weng Hang continues to perform
exceptionally well despite more moderate economic
growth. Macau's GDP grew 6.2 percent in real terms
during the first three quarters of 2005 compared with the
same period in the previous year. This compares with an
unprecedented 28.0 percent economic growth rate in
2004. Profits increased by 48.8 percent to 217 million
Macau patacas in 2005. This strong performance was
mainly due to improved organic growth and was also
partly helped by a reduction in the corporate tax rate
from 15.75 percent to 12.0 percent. Net interest income
increased by 21.9 percent while non-interest income
increased by 24.5 percent. Advances to customers and
customers deposits have grown by 21.9 percent and
27.6 percent respectively since the end of 2004.
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The Directors have pleasure in presenting their report together with the audited accounts for the year ended 31st
December, 2005.

Principal Activities
The Bank and its subsidiaries are engaged in commercial banking and related financial services.

The analysis of the principal activities and geographical locations of operations of the Bank and its subsidiaries
during the year are set out in Note 38 to the Accounts.

Results

The profit of the Group for the year ended 31st December, 2005 is set cut on page 51. Particulars of dividends
which have been paid or which are recommended are set out in Note 9 to the Accounts.

Major Customers

The Directors believe that the Group's five largest customers accounted for less than 30% of the Group’s total
income.

Fixed Assets

Details of the movements in fixed assets of the Group and of the Bank during the year are set out in Note 25 to the
Accounts,

Capital and Reserves

Details of the movements in capital and reserves of the Group and of the Bank during the year are set out in Notes
34 and 35 to the Accounts.

Charitable Donations
During the year, the Group made donations for charitable purposes amounting to approximately HK$1,505,000.

Directors

The Directors of the Bank up to the date of the report are shown on page 28.

The Directors retiring by rotation in accordance with the Bank's Articles of Association are Messrs Ambrose H C
Lau, Alan R Griffith, Frank J Wang and Michae! Y S Fung. Upon retirement frcm The Bank of New York, Mr Alan R
Griffith has given notice to retire from the Board at the conclusion of the Annual General Meeting to be held on 27th
April, 2006 and would not stand for re-election. Other retiring Directors are eligible and offer themselves for re-
election.

The Board wishes to express its appreciation to Mr Alan R Griffith for his many contributions during his years of
service.

Independent Non-executive Directors’ Fees
Each of the Independent Non-executive Directors of the Bank received HK$100,000 director’s fee and each member
of the Audit Committee received a fee of HK$50,000 for the year ended 31st December, 2005.




Substantial Shareholders’ Interests

As at 31st December, 2005, save as mentioned under the section headed “Directors’ and Chief Executive's Interests”,
the Substantial Shareholders of the Bank according to the Register of Substantial Shareholders’ Interests and Short
Positions in the shares and underlying shares of the Bank kept under Section 336 of the Securities and Futures
COrdinance (“SFQ"} were as follows:

Name Number of shares
Aberdeen Asset Management Asia Limited (1} 22,815,000
Aberdeen Asset Management Plc and its associates (1) 23,536,000
BNY International Financing Corporation (2) 59,350,000
The Bank of New York {2) 59,350,000
The Bank of New York Company, Inc. (2) 59,350,000
Federal Trust Company Limited (3 & 5) 34,737,600
Tessel Inc. (3 & 5) 10,639,200
wing Hang Bank {Nominees) Limited (3 & 5) 23,378,400
YKF Holding Corporaticn (3 & 5) 24,098,400
Po Ding Company Limited (4 & 5) 24,156,000
GZ Trust Corparation (4 &5) 24,156,000

(M Aberdeen Asset Management Asia Limited is a wholly owned subsidiary of Aberdeen Asset Management Plc.

(2) BNY International Financing Corporation is a wholly owned subsidiary of The Bank of New York. The Bank of
New York is a wholly owned subsidiary of The Bank of New York Company, Inc.

{3) Federal Trust Company Limited is the trustee for Tessel Inc. and YKF Holding Corporation. Wing Hang Bank
(Nominees) Limited is the registered holder of certain shares on behalf of YKF Holding Corporation.

{4) Po Ding Company Limited is wholly owned by GZ Trust Corporation.

(5} All shares are held through the corporations in which Messrs Patrick Y B Fung, Michael Y S Fung and Louis
C W Ho's spouse together with the other parties are eligible beneficiaries.

Pursuant to a shareholders’ agreement dated 22nd August, 1996, BNY International Financing Corporation, Messrs
Patrick Y B Fung and Michael Y § Fung, Po Ding Company Limited, YKF Holding Corporation and Majestic
Investment Company Limited agree to retain joint control over an aggregate of 37.5% of the share capital of the
Bank. According to Part XV of the SFQ, the parties are, therefore, each deemed to be interested in 110,257,688
shares of the Bank.

All the interests stated above represent long positions. As at 31st December, 2005, no short positions were
recorded in the Register of Substantial Shareholders' Interests and Short Positions required to be kept under
section 336 of the SFO.
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Directors’ and Chief Executive’s Interests
As at 31st December, 2005, the Directors’ and Chief Executive’s Interests according to the Register of Directors’
and Chief Executive’s Interests and Short Positions in the shares, underlying shares of equity derivatives and
debentures of the Bank and its associated corporations (within the meaning of Part XV of the SFO) kept under

Section 352 of the SFO were as follows:

WNumber of shares

Name Personal Family Cption Award Other Total
Patrick Y B Fung 2,982,000 - 230,000 200,000 - {1,284 3,412,000
Frank J Wang - - 180,000 125,000 -{1&2) 305,000
Michael Y S Fung 3,000,000 60,000 180,000 100,000 - (1,28&4) 3,340,000
Louis C W Ho 164,000 100,000 140,000 10,000 - [1&2) 414,000
Simon K Y Lee - - - - 1,451,500 (3) 1,451,500
Ambrose H C Lau 71,500 - - - - 71,500
Notes:

1) The Board approved the granting of certain share options to Directors and Executives of the Bank, pursuant

to the Share Option Scheme adopted on @th June, 1993 and 24th April, 2003, and the following Directors
have accepted the following options:

No. of shares Exercise Period Option price

Name in options ~ Date granted From To HKS
Patrick Y B Fung 50,000 10/03/2001 10/03/2002 10/03/2011 23.60
40,000 15/03/2002 15/03/2003 15/03/2012 26.30

40,000 14/03/2003 14/03/2004 14/03/2013 26.50

50,000 21/05/2004 21/05/2005 21/05/2014 43.80

50,000 14/01/2005 14/01/2006 14/01/2015 51.25

Frank J Wang 40,000 10/03/2001 10/03/2002 10/03/2011 23.60
30,000 15/03/2002 15/03/2003 15/03/2012 26.30

30,000 14/03/2003 14/03/2004 14/03/2013 26.50

40,000 21/05/2004 21/05/2005 21/05/2014 43.80

40,000 14/01/2005 14/01/2006 14/01/2015 51.25

Michael Y S Fung 40,000 10/03/2001 10/03/2002 10/03/2011 23.60
30,000 15/03/2002 15/03/2003 15/03/2012 26.30

30,000 14/03/2003 14/03/2004 14/03/2013 26.50

40,000 21/05/2004 21/05/2005 21/05/2014 43.80

40,000 14/01/2005 14/01/2006 14/01/2015 51.25

Louis C W Ho 30,000 15/03/2002 15/03/2003 15/03/2012 26.30
30,000 14/03/2003 14/03/2004 14/03/2013 26.50

40,000 21/05/2004 21/05/2005 21/05/2014 43.80

40,000 14/01/2005 14/01/2006 14/01/2015 51.25




(2)

The Board approved the granting of certain share awards to Directors and Executives of the Bank, pursuant
to the Employee Incentive Plan adopted on 22nd April, 2004, and the following Directors have accepted the

following share awards:

No. of shares

Vesting Period

Awards price

Name in awards  Date granted From To HK$
Patrick Y B Fung 200,000 21/05/2004 21/05/2010 21/05/2014 1.00
Frank J Wang 125,000 21/05/2004 21/05/2010 21/05/2014 1.00
Michael ¥ S Fung 100,000 21/05/2004 21/05/2010 21/05/2014 1.00
Louis C W Ho 10,000 21/05/2004 21/05/2010 21/05/2014 1.00

(3) Shares were held through a family trust in which Dr Simon K VY Lee's spouse is an eligible beneficiary.
(4) All shares, options and awards held by Messrs Patrick Y B Fung and Michael Y S Fung are parcel of the
110,257,688 shares of the Bank under the shareholders' agreement as mentioned in the section headed

“Substantial Shareholders’ Interests”.

Save as disclosed, none of the Directors, the Chief Executive and their associates had any other beneficial interests

in the securities of the Bank or any of its associated corporations (within the meaning of Part XV of SFO) at 31st

December, 2005.

All the interests stated above represent long positions. As at 31st December, 2005, no short positions were
recorded in the Register of Directors™ and Chief Executive's Interests and Short Positions required to be kept under
section 352 of the SFOG.

Share Option Scheme

Pursuant to the approved Share Option Scheme, the Directors are authorised, at their discretion, to invite certain
exscutives, to take up options te purchase ordinary shares in the Bank as incentive to them. The maximum number
of shares in respect of which options may be granted under the Share Option Scheme may not exceed 5% of the
issued share capital of the Bank as at the date of approval of the scheme. Prior to 1st September, 2001, the option
price was 80% of the average last dealt price on The Stock Exchange of Hong Kong Limited {the “Stock Exchange”)
on the five business days immediately preceding the date of offer of such options. After 1st September, 2001, the
option price should be at least the higher of:

i) the closing price of the shares on the Stock Exchange on the date of the grant, which must be a trading day,
and

iy the average closing price of the shares on the Stock Exchange for the five business days immediately
preceding the date of grant.

The options must be held for at least one year and can be exercised between the first and the tenth anniversaries of
the date of grant. The amount payable on acceptance of the share option was HK$1.00. The share option scheme
was terminated on 24th April, 2003 and replaced by a new share option scheme for a period of 10 years with
amendments which complied with Chapter 17 of the Listing Rules.
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The maximum number of shares in respect of which options may be granted under the new Share Option Scheme
may not exceed 5% of the issued share capital of the Bank ag at the date of approval of the scheme. At 31st
December, 2005, total number of ordinary shares available for issue under the new Share Option Scheme is
13,793,000 or 4.7% of the issued share capital of the Bank.

At 31st December, 2005, the Directors and employees of the Bank had the following interest in option to purchase
for the shares of the Bank (market value per share at 31st December, 2005 is HK$55.80).

Weighted
No. of No. of No. of No. of Market value per average closing price
shares shares Date shares shares Option  share at date of per share at preceding
311212005 3141272004 granted  exercised lapsed price  grant of options  day before exercise date
HKS HKS HKS
Directors
Patrick Y B Fung 50,000 50,000 10/03/2001 - - 23.60 29.00 -
40,000 40,000 15/03/2002 - - 26.30 26.30 -
40,000 40,000 14/03/2003 - - 26.50 26.50 -
50,000 50,000 21/05/2004 - - 43.80 43.80 -
50,000 - 14/01/2005 - - 51.25 50.75 -
Frank J Wang 40,000 40,000 10/03/2001 - - 23.60 28.00 -
30,000 30,000 15/03/2002 - - 26.30 26,30 -
30,000 30,000 14/03/2003 - - 26.50 26.50 -
40,000 40,000 21/05/2004 - - 43.80 43.80 -
40,000 - 14/01/2005 - - 51.25 50.75 -
Michael Y S Fung 40,000 40,000 10/03/2001 - - 23.60 29.00 -
30,000 30,000 15/03/2002 - - 26.30 26.30 -
30,000 30,000 14/03/2003 - - 26.50 26.50 -
40,000 40,000 21/05/2004 - - 43.80 4380 -
40,000 - 14/01/2005 - - 51.25 50.75 -
Louis C W Ho - 40,000 10/03/2001 40,000 - 23.60 29.00 48.20
30,000 30,000 15/03/2002 - - 26.30 26.30 -
30,000 30,000 14/03/2003 - - 26.50 26.50 -
40,000 40,000 21/05/2004 - - 43.80 43.80 -
40,000 - 14/01/2005 - - 51.25 50.75 -
Other Employees 60,000 60,000 10/03/2001 - - 23.60 29.00 -
40,000 40,000 15/03/2002 - - 26.30 26.30 -
80,000 80,000 14/01/2003 - - 25.80 25.70 -
220,000 325,000 21/05/2004 70,000 35,000 43.80 43.80 55.58
50,000 - 14/01/2005 - - 51.25 50.75 -
105,000 - 28/01/2005 - 25,000 50.25 49.80 -
1,285,000 1,105,000 110,000 60,000

The fair value per option at the dates of grant using the Bi-nominal pricing model is set out in Note 42 to the
Accounts.




Employee Incentive Plan (“EIP")

Pursuant to the approved Employee Incentive Plan, the Directors are authorised, at their discretion, to invite certain
executives, to take up awards to vesting ordinary shares in the Bank as incentive for them to remain in employment
with the Bank. The maximum number of awards in respect of which awards may be granted under the EIP may not
exceed 1% of the issued share capital of the Bank for the time being in issue within five years of the date of
approval of the plan on 22nd April, 2004. The awards can be vested between the sixth to the tenth anniversaries
after the date of grant with the foliowing percentage of award vesting.

Date Percentage of Award vesting
Sixth anniversary of the date of grant 5%
Seventh anniversary of the date of grant 10%
Eighth anniversary of the date of grant 15%
Ninth anniversary of the date of grant 20%
Tenth anniversary of the date of grant 50%

At 31st December, 2005, the Directors and employees of the Bank had the foltowing interest in awards to purchase
the shares of the Bank.

Fair value
No. of awards No. of awards of awards
31/12/2005 31/12/2004  Date granted of grant
HK$

Directors
Patrick ¥ B Fung 200,000 200,000 21/05/2004 42.80
Frank J Wang 125,000 125,000 21/05/2004 42.80
Michael ¥ S Fung 100,000 100,000 21/05/2004 42.80
Louis C W Ho 10,000 10,000 21/05/2004 42.80
Other Employees 60,000 60,000 21/05/2004 42.80

495,000 495,000
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The Directors and employees of the Bank had been granted the following interest in awards on 23rd January, 2006
to purchase the shares of the Bank. The fair value of the awards was measured at the grant date was HK$56.20.

No. of awards

Directors

Patrick Y B Fung 450,000
Frank J Wang 270,000
Michael Y S Fung 225,000
Other Employees 615,000

1,560,000

The Group granted awards at no consideration for certain employees to acquire shares of the Bank under the EIP.
The shares will be acquired at the nominal value of HK$1.00 per share under the award. The fair value of the awards
was measured at the grant date and is charged to the profit and loss account and credited to shareholders’ funds
between the grant date and vesting date. The cash amount equal to the dividend that would have been paid during
the period up to vesting are charged 1o the profit and loss account as bonus expenses on an accrual basis.

Directors’ Interests in Contracts
No contract of significance to which the Bank or any of its subsidiaries was a party and in which a Director of the
Bank had a material interest subsisted at the end of the year or at any time during the year.

Except for the above mentioned Share Option Scheme and the Employee Incentive Plan of the Bank, at no time
during the year was the Bank or any of its subsidiaries a party to any arrangements to enable the Directors of the
Bank to acquire benefits by means of the acquisition of shares in or debentures of the Bank or any other body
corporate.

None of the Directors of the Bank has a service contract with the Bank.

Purchase, Sale or Redemption of Listed Securities
There were no purchases, sales or redemptions by the Bank or any of its subsidiaries, of the Bank’s listed securities
during the year ended 31st December, 2005.




Code on Corporate Governance Practices

The Bank has complied throughout the year and adopted all the Code Provisions set out in Appendix 14 - Code on
Corporate Governance Practices of the Rules Governing the Listing of Securities (the “Listing Rules”) on the Stock
Exchange, except for certain deviations. Information about the Bark's Corporate Governance is given under “Corporate

Governance Report” on page 44 to 48.

Compliance with the Module on “Financial Disclosure by Locally Incorporated Authorised

Institutions”
The annual accounts comply fully with the module on the “Financial Disclosure by Locally Incorporated Authorised
Institutions” under the Supervisory Policy Manual issued by the Hong Kong Monetary Authority.

Public Float
As at the date of this report, the Bank has maintained the prescribed public float under the Listing Rules, based on
information that is publicly available to the Bank and within the knowledge of its Directors.

Auditors
The accounts have been audited by KPMG.

A resolution for the re-appointment of KPMG as auditors of the Bank is to be proposed at the forthcoming Annual
General Meeting.
On behalf of the Board

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 16th March, 2006

43




44

Corporate Governance Report

Corporate Governance Practices

The Bank has complied throughout the year 2005 and adopted ali the Code Provisions set out in Appendix 14 -
Code on Corporate Governance Practices of the Rules Governing the Listing of Securities (the “Listing Rules”) on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), except for deviations in Code Provision A.2.1
(Segregation of roles of Chairman and Chief Executive Officer) and Code Provision A.4.1 (Non-executive Directors
should be appointed for a specific term).

Directors’ Securities Transactions
The Bank has adopted for compliance by the Directors the code of conduct for dealings in securities of the Bank as

set out in Appendix 10 - Model Code for Securities Transactions by Directors of Listed Issuers (“Model Code”), of
the Listing Rules.

The Directors have confirmed that they have complied in all respects with the Model Code for the year 2005.

Board of Directors

The Board of the Bank comprises twelve Directors. Biographical details of Directors, relationship among Directors
and details of any borrowing relationship with the Group, are disclosed in the appropriate sections in the Annual
Report.

The Board meets regularly and usually five times a year. Five meetings were held in 2005 and details of Directors’
attendance record were as follows:

Executive Directors

Dr Patrick Y B Fung {Chairman), Mr Frank J Wang and Mr Michael Y S Fung attended all meetings. Mr Louis C W Ho
attended four meetings.

Independent Non-executive Directors

Dr Simon K'Y Lee, Or Cheng Hon Kwan, Mr Ambrose H C Lau and Mr Tung Chee Chen attended four meetings. Mr
Aloysius H ¥ Tse attended all meetings.

The Bank has received from each [ndependent Nen-executive Director an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules and the Bank considers these directors to be independent.

Non-executive Directors

Mr Alan R Griffith attended one meseting. Mr Kenneth A Lopian attended three meetings. Mr Andrew M Gordon
attended all meetings.

All Directors are given a schedule for regular Board mestings at the beginning of the year. The required notice will be
served for all other Board meeting not originally scheduled.

All Directors are given an opportunity to include matters in the agenda for regular Board meetings. In respect of
regular Board meetings, an agenda and accompanying Board papers would be sent in full to all Directors in a timely
manner and at least three days before the meeting.

All Directors are entitled to have access t¢ Board papers and related materials. Such papers and related materials
are prepared in such form and quality as will enable the Board to make an informed decision on matters placed
before it. Where queries are raised by Directors, steps would be taken to respond as promptly and fully as possible.

The Chairman is responsible for ensuring that Directors receive adequate information, which must be complete and
reliable, in a timely manner and he would ensure that all Directors are properly briefed on issues arising at Board
meetings.




Any matter that may be considered to give rise to a conflict of interest with a substantial shareholder or Director
would be dealt with by the Board at a meeting in the presence of Independent Non-executive Directors having no
interest in the matter.

Minutes of Board mestings are kept by the Company Secretary and such minutes are open for inspection at any
time on reasonable notice by any Director.

Minutes of Board meetings and meetings of Board Committees record in sufficient detail the matters considered by
the Board and decisions reached, including any concerns raised by Directors or dissenting views expressed. Draft
and final versions of minutes of Board meetings are sent to all Directors for their comment and records respectively,
in both cases within a reasonable time after the Board meeting was held.

All Directors have access to the advice and services of the Company Secretary with a view to ensuring that Board
procedures, and all applicable rules and regulations, are followed.

Every newly appointed Director of the Bank would receive a comprehensive briefing to ensure that he has a proper
understanding of the operations and business of the Bank and be fully aware of his responsibilities under statute,
common law, the Exchange Listing Rules, applicable legal requirements and other regulatory requirements.

There is a procedure agreed by the Board to enable Directors, upon reasonable request, to seek independent
professional advice in appropriate circumstances, at the Bank's expense. Separate independent professional advice
would be provided to Directors to assist the relevant Director or Directors to discharge his/their duties to the Bank.

Senior Management are brought into formal and informal contact with the Board members from time to time to
enable the Board members to make informed decisions. Senior Management also provide explanation and information
to the Board, and enable the Board to make an informed assessment of the financial and other information put
before the Board for approval.

The Board of Directors has established a number of Committees including the Executive Committee, Audit Committee,
Director Nomination Committee and Remuneration Committee. The Executive Committee has established other
Committees, to oversee the day to day operations of the Bank, such as the Management Commitiee, Credit
Committee and Asset and Liability Management Committee. All Committees have specific terms of reference in
order to ensure that the Commitiees will discharge their functions properly and to repert back to the Board when
appropriate, their decisions and recommendations.

The Bank has formalised the functions reserved for the Board and those delegated io management. It reviews those
arrangements on a periodic basis to ensure that they remain appropriate to the needs of the Bank.,

Executive Committee
The Executive Committee meets regularly to review the management and performance of the Group. The Committee
comprises of the Chief Executive and two Executive Directors.
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Under a resolution of the Beard the Executive Committee was granted such powers and authorities necessary for
conducting and managing the Group’s norma! banking and related business activities and specifically, but not
limited to,:

s to conduct normal banking and related business

* to review and approve human resources matters such as salary, compensation, promotion up to Deputy General
Manager

¢ toreview and approve administrative matters such as material capital expenditure, Board agenda, new business
line etc.

¢ to review and approve financial matters such as material investments in subsidiary, joint venture, profit plan,
issuance of debt securities

* to review all legal matters incidental to aforementioned activities, appointment of legal counsel in respect of all
proceedings, hearings concerning the Group

* recommendation on other matters requiring Board approval

Credit Committee

The Credit Committee is responsible for assisting the Board to formulate the Group's risk appetite and strategies for
managing the credit risk. It is also responsible for the implementation and maintenance of the Group's craedit risk
management framework. It also participates in evaluating large credit applications and making credit decisions. The
Committee is comprised of the Chief Executive, three Executive Directors and the heads of Credit Administration
Division and Risk Management Division.

Management Committee

The Management Committee meets regularly to review and approve the financial and business plans and major
business and operational initiatives. The Committee comprises of the Chief Exacutive, three Executive Directors, the
Chief Financial Officer, and the heads of Retail Banking Division, information Technology Division and Operations
Division.

Asset and Liability Management Committee

The Asset and Liability Management Committee {“ALMCQ") is responsible for the implementation and maintenance
of the overall risk management framework relating to balance sheet structure, market risks, trading, funding and
liquidity management across the Group’s banking business. It recammends policy and guidelines to the Board. The
Committee is comprised of the Chief Executive, three Executive Directors, the Chief Financial Officer, the Treasurers,
the heads of Retail Banking Division and Risk Management Division.

Audit Commitiee

The Audit Committee of the Bank was formed in 1992 and consists of four Non-executive Directors namely Dr
Simon K Y Lee as Chairman, Dr Cheng Hon Kwan, Mr Andrew M Gerdon and Mr Aloysius H Y Tse.

The Audit Committee meets regularly with an Executive Director, Chief Financial Officer, internal auditors and the
external auditors to review and discuss financial performance, consider the nature and scope of audit and the
effectiveness of the systems of internal control, risk management system and compliance. The Committee also
discusses matters raised by the internal auditors, external auditors and the regulators and ensures that all audit
recommendations are implemented.



There were three meetings of the Audit Committee during 2005. Mr Andrew M Gordon and Mr Aloysius H Y Tse
attended all the meetings, Dr Cheng Hon Kwan attended two and Dr Simon K Y Lee attended cne. Ng former
partner of the Bank's external auditors have been acting as a member of the Bank's Audit Committee before expiry
of a period of one year commencing the later of the date of his ceasing to be a partner of the firm or to have any
financial interest in the firm.

During 2005, the Committee reviewed the financial resutts of Wing Hang Bank Group for the year ended 31st
December, 2004 and the interim results for the six months ended 30th June, 2005 before they were submitted to
the Board for approval. The Committee also reviewed the effects of the new Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards, which became effective for accounting periods beginning on 1st
January, 2005.

The Committee met with the external auditors to discuss the resuits of their audit for the year ended 31st December,
2004 and their interim review for the six months ended 30th June, 2005. The Committee approved the auditor's
remuneration and carried out agsessment of their independence.

In respect of internal control and risk management, the Committee reviewed, discussed and approved the annual
internal audit plan which was developed based on thorough risk assessments of the Group's business aclivities. The
audit scope of the external auditors was also reviewed. In each meeting, the Committee received reports from the
internal auditor and the Head of Risk Management on the matters relating to the Group's internal ¢control and risk
management systems. Recommendations raised by the regulators and the external auditors wete also discussed
and reviewed for remedial actions. A meeting was held with the regulators in late 2005 to discuss and exchange
opinion on the internal control system and internal audit function.

From 2006 onwards, the Committee will increase the number of meetings from three times a year to four times a
year to provide a more effective independent review and monitoring.

Curing 2005, there was no disagreement between the Board and Audit Committee on the selection, appointment,
resignation or dismissal of the external auditors.

The Audit Committee has been provided with sufficient resources to discharge its duties.

Full minutes of Audit Committee meetings have been kept by the secretary of the Committee. Draft and final
versions of minutes of the Audit Committee meetings have been sent to all members of the Committee for their
comment and records respectively, in both cases within a reasonable time after the meeting.

The terms of reference of the Audit Committee, which includes the requirement under the Code Provisions C.3.3,
has been revised and approved by the Board on 11th August 2005. Full terms of reference of Audit Committee are
available on the Banks' website: www.whbhk.com.

Director Nomination Committee

The Director Nomination Committee was formed in December 2002 and consists of three Independent Non-
executive Directors namely Dr Simon K'Y Lee as Chairman, Dr Cheng Hon Kwan and Mr Ambrose H C Lau. The
Director Nomination Committee is responsible for reviewing and recommending to the Board appeintment of all new
Directors, Chief Executive, Deputy Chief Executive and General Managers of the Bank. Dr Simon K Y Lee and Dr
Cheng Hon Kwan met once in 2005 for reviewing a report submitted by Senior Executive Nomination Committee,
recommending the appointment of a new General Manager of the Bank.
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Remuneration Committee

The Remuneration Commitiee {formerly known as Compensation Committee} was formed in 1935 with specific
written terms of reference. The Committee consists of iwo Independent Non-executive Directors namely Dr Cheng
Heon Kwan as Chairman and Dr Simen K Y Lee. The Committee meets once a year to make recommendations to the
Board on the Bank's policy and structure for remuneration of all the Directors and Senior Management of the Bank.
Both members attended the Remuneration Committee meeting in 2005.

The Bank's emolument policy aims to ensure that the level of remuneration is sufficient and market competitive. The
Committee reviewed and approved performance-based remuneration of Directors and Senior Management of the
Bank by reference to corporate goals and abjectives resolved by the Beard from time to time. Factors such as
emoluments paid by comparable banks including long-term incentives schemes were considered with reference to
the business performance.

The Remuneration Committee would consult the Chairman and Chief Executive about their proposals relating to the
remuneration of other Executive Directors and Senior Management and have access to professional advice if
considered necessary. The Committee is provided with sufficient resources to discharge its duties.

The terms of reference of the Remuneration Committee, which includes, as a minimum, the specific duties required
under Code Provisions B.1.3, has been revised and approved by the Board on 11th August, 2005, Full terms of
reference of Remuneration Committee are availabie on the Bank's website: www.whbhk.com.

Chairman and Chief Executive

Dr Patrick ¥ B Fung is the Chairman and Chief Executive of the Bank. The Board considered that the
non-segregation would not result in considerable concentration of power in one person not only because of the
presence of Independent Non-executive Directors but also that The Bank of New York, a substantial shareholder, is
actively represented by an Executive Director who is also the Deputy Chief Executive actively participating in the
management and operations of the Bank. There is a balance of power and authority such that no cne individual has
untettered power of decision. Non-segregation has the advantage of a strong and consistent leadership which is
conducive to making and implementing decisions quickly and consistently.

Non-executive Directors

The functions of Non-executive Directors include but not limited to the requirement under Code Provisions A.5.2.
The term of office for Non-executive Directors are the sarne as for all Directors {i.e. no specific term and subject to
retirement from office by rotation and be eligible for re-election in accordance with the provisions of the Bank's
Memorandum and Articles of Association). At every Annual General Meeting, one-third of the Directors for the time
being or, if their number is not a multiple of three, then the number nearest 10 but not exceeding one-third shall
retire from office.

In accordance with the provisions of the Bank’s Memorandum and Articles of Association, new Directors appointed
by the Board are required to be re-elected at the first general meeting after their appointment.

Auditors’ Remuneration
An analysis of remuneration in respect of audit and non-audit services provided by the external audiors is included
in the Notes to the Accounts in the Annual Report.

Directors’ responsibility for the Accounts

The Directors acknowledge their responsibility for the preparation of the accounts of the Group and ensure that the
accounts are in accordance with statutory requirements and applicable accounting standards. The statement of our
Auditors about their responsibility on the accounts is included in the Report of Auditors.
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Report of the Auditors
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TO THE SHAREHOLDERS OF
WING HANG BANK, LIMITED
{Incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 51 to 205
which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF
DIRECTORS AND AUDITORS

The Hong Kong Companies Ordinance requires the
directors to prepare accounts which give a true and
fair view. In preparing accounts which give a true and
fair view it is fundamenta! that appropriate accounting
policies are selected and applied consistently, that
judgements and estimates are made which are prudent
and reasonable and that the reasons for any significant
departure from applicable accounting standards are
stated.

It is our responsibility to form an independent opinion,
based on our audit, on those accounts and to report
our opinion solely to you, as a body, in accordance
with section 141 of the Hong Kong Companies
Ordinance, and for no other purpose. We do not
assume responsibility towards or accept liability to any
other person for the contents of this report.
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BASIS OF OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. An audit
includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the
significant estimates and judgements made by the
Directors in the preparation of the accounts, and of
whether the accounting policies are appropriate to the
Bank’s and Group's circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain
all the information and explanations which we
considered necessary in order to provide us with
sufficient evidence to give reasonable assurance as to
whether the accounts are free from material
misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information
in the accounts. We believe that our audit provides a
reasonable basis for our opinion.

OPINION

In our opinion, the accounts give a true and fair view
of the state of affairs of the Bank and of the Group as
at 31st December, 2005 and of the Group's profit and
cash flows for the year then ended and have been
properly prepared in accordance with the Hong Kong
Companies Ordinance.

KPMG
Certified Public Accountants
Hong Kong, 16th March, 2006
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Interest income
Interest expenses

Net interest income

Net interest income on financial instruments held
for trading and measured at fair value through

profit or loss

Total net interest income
Other operating income

Operating income
Operating expenses

Operating profit before impairment allowances on
impaired loans and advances . .
Impairment losses and allowances on impaired

loans and advances

Charge for bad and doubtful debts

Operating profit

Gains on revaluation of investment properties,
disposal of tangible fixed assets and associated

company

{Losses)/profits on disposat of held-to-maturity
and available-for-sale financial assets

Profits on disposal of non-trading securities

Impairment allowances release for held-to-maturity

financial assets

Profit on ordinary activities

Share of net profits in associated companies

Profit before taxation
Taxation

Profit after taxation

Profits attributable to:
Shareholders of the Bank
Minority interests

Profit after taxation

Dividends attributable to the year:
Interim dividend paid during the year
Underprovision of final dividend in respect of

previous year

For the year ended 31st Dacember, 2605
(Expressed in thousands of Hong Kong dollars})

Notes

S(a}
5(b)

5(c)

5(d)

5(e)

20
20

8835

Final dividend proposed after the balance sheet date

Earnings per share
Basic
Dituted

Dividends per share
Interim
Proposed final

12

2005 2004
(E#%)
(restated)
4,041,779 2,877,006
{2,312,655) (1,082,689)
1,728,124 1,794,317
135,876 -
1,865,000 1,794,317
755,770 640,017
2,620,770 2,434,334
(975,789) (1,033,039)
1,644,981 1,401,295
{54,056) -
- (54,434}
1,590,925 1,346,861
22,680 55,552
(9,048) 20
- 6,307
- 4,848
1,604,557 1,413,769
11,249 4,545
1,615,806 1,418,314
(264,861) {250,033)
1,350,945 1,168,281
1,348,718 1,166,689
2,227 1,592
1,350,945 1,168,281
205,800 155,773
57 140
470,433 420,292
676,290 576,205
HK$ HKS
4.59 3.97
4.57 3.96
0.70 0.53
1.60 1.43
2.30 1.96

The notes on pages 56 to 205 form part of these accounts.
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Consolidated Balance Sheet
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As at 31st December, 2005

{Expressed in thousands of Hong Kong dollars)

ASSETS

Cash and short-term funds

Placements with banks and other
financial institutions maturing between
one and twelve months

Trade bills less impairment allowances

Certificates of deposit held

Trading assets

Financial assets measured at fair value
through profit or loss

Advances to customers and other accounts
[ess impairment allowances

Held-to-maturity and available-for-sale
financial assets

FHEERRRTH Non-trading securities

BELAIER Investments in associated companies

FERTAE Tangible fixed assets
-REnE - Investment properties
-EfME  BER — Other properties, plants and equipment

BiE

mE Goodwill

o] Yy [ 2 B B IR Current tax recoverable

BLBBERE Deferred tax assets

BEE Total assets

BRREZRAMR EQUITY AND LIABILITIES

BORERERER Deposits and balances of banks and other
BREIHR financial institutions

EEZEBER Deposits from customers

EETLFRE Certificates of deposit issued

ERARAE Trading liabilities

BHZEHBA Current tax payable

BEHEA K Deferred tax liabilities

Hit R A R EE Other accounts and provisions

BEAES Loan capital

@8 Total liabilities

N Share capital

& Reserves

BEEE Shareholders’ funds

DEBREE % Minority interests

BRGEREEH Total equity

BERERRARB Total equity and liabilities

BER DBEEFTRAR Patrick ¥ B Fung

IHg EFERETREGH Frank J Wang

BEER EFFERagE Michael Y S Fung

LR HEXRLDE Louis ¢ W Ho

FEHZE200A2HEEmEFTFLE— 3

{ﬁu

Notes

13439

14 & 33
15 & 33
16 & 33

17

18
19(a)
21

24
25

26
7()
7(d}

27 & 33
28833
29833
30

7(c)
7{d)

31
32&33

34

2005 2004
(B%)

{restated)

20,053,798 20,529,318
2,657,380 1,435,627
652,375 551,124

- 30,000

911,264 30,808
5,924,424 -
55,472,883 49,693,267
15,909,430 18,867,918
- 1,620,822

146,955 135,708
231,447 209,560
1,506,041 1,563,010
847,422 847,713
1,211 5,381
7,986 27,950
104,322,616 95,448,104
1,703,026 1,209,582
85,673,452 78,569,161
3,824,339 4,616,090
865,962 8,628
102,798 63,381
91,570 64,953
1,203,530 975,122
2,519,888 2,528,485
95,984,565 88,033,402
294,021 293,911
8,021,919 7,100,907
8,315,540 7,394,818
22,111 19,884
8,338,051 7,414,702
104,322,616 95,448,104

Chairman and Chief Executive
Director and Deputy Chief Executive
Director and Senior General Manager
Director and Secretary

The notes on pages 56 to 205 form part of these accounts
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Balance Sheet
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As at 31st December, 2005

(B8 T Lhfr) (Expressed in thousands of Hong Kong doliars}
2005 2004
Bit & (E#H)
Notes {restated)
®E ASSETS
RehEHES Cash and short-term funds 13 18,744,775 19,990,535
FHERRTRAER Placements with banks and other
HibS R KA financial institutions maturing between
(—Z+-—_BAREH) one and twelve months 14 & 33 2,629,507 1,408,389
HOZRO AR HMEEM  Trade bills less impairment allowances 15 & 33 412,544 387,243
GFHE Certificates of deposit held 16 & 33 - 30,000
ERAEEE Trading assets 17 929,710 18,894
UaEBEEABHEAN  Financial assets measured at fair value
ZEREE through profit or loss 18 5,924,424 -
EEZ7EBERRHAMERE Advarnces to customers and other accounts
ERBREER less impairment allowances 19(a) 43,220,921 39,768,427
FBRLRIRRK Amounts due from subsidiaries 6,074,285 4,985,038
BEZHHAEAHEHE  Held-to-maturity and available-for-sale
EREE financial assets 21 15,249,952 18,382,534
EREETNRERF Non-trading securities 22 - 1,407,308
R PNGIE & investments in subsidiaries 23 682,707 633,416
BESNTERE Investments in associated companies 24 174,000 174,000
EREBEERE Tangible fixed assets 25
- EEYME - Investment properties 18,300 13,100
- HitE -  BHER - Other properties, plants and equipment 1,150,192 1,194,998
Bl
IS Goodwill 26 847,422 847,422
EREHAE Defarred tax assets 7() 3,479 9,324
BHE Total assets 96,062,218 89,250,626
BERXRAM EQUITY AND LIABILITIES
HITRERHMSH Deposits and balances of banks and other
BEZER financial institutions 27 833 1,694,613 1,205,409
BPZHER Deposits from customers 28 & 33 67,902,897 63,098,291
BEEAZERR Certificates of deposit issued 29 & 33 3,829,252 4,621,145
ERAZAR Trading liabilities 30 869,748 8,628
EAAEBABRER Current tax payable 7(c) 57,750 20,206
EREEAM Deferred tax liabilities 7(d) 69,251 49,508
Hit RIAR & Other accounts and provisions 31 809,857 566,239
MBSAER Ameounts due to subsidiaries 14,201,751 13,641,108
=N = i} Total liabilities 89,435,119 83,210,534
& 2 Share capital 34 204,021 293,911
i Reserves 35 6,333,078 5,746,181
BEERAS Total equity 6,627,099 6,040,092
BERERRAE Total equity and liabilities 96,062,218 809,250,626
BER HFERATRAH Patrick Y B Fung  Chairman and Chief Executive
IRG HBERFTEEN Frank J Wang Director and Deputy Chief Executive
AER HEXGREEE Michael Y 8 Fung  Director and Senior General Manager
fiHR HEERLE Louis C W Ho Director and Secretary

FESeHEEE205AMBEEMAFERL—%  The notes on pages 56 to 205 form pant of these accounts
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Consolidated Statement of Changes in Equity

ZFFEFF-R=+—HL2¥EH For the year ended 31st December, 2005

(KBETFITLAR) {Expressed in thousands of Hong Kong doflars})
783
Notes
REAR(ERTZA Shareholders' funds (as praviously reported
ZT—HEH) as at 31st December)
LHREES Minority interests (as previously presented
(BR+-A=+—~ separately from equity and fiabilities
ERRHBRAGRANZR as at 31st December}
ER-A-B2R/RREAEA Total equity as at 1st January as previously reported
-BHBRREAR - prior year adjustments arising from change in
ZEFRE accounting policies 4{a)fi
EHBERAOERNEHAR As restated, before opening balance adjustments
-EHEERESH - opening balance adjustments arising from change
ZHTERAR in accounting policies 35
R-—R-OEEHEEERBNES Total equity as at 1st January, after prior year and
BEzRREXASET opening balance adjustments
CHEELER Az BERFRRR Unrealised gains on revaluation of non-trading
Rg@r s BR WS securities after deferred tax charge 35
EEtABERR BIE A HEE Unrealised fosses on revaluation of available-for-sale
SRMAE/ARRER financial assets after deferred tax credit 35
HEHHETREE Realisation on disposal of available-for-sale
] financial assets 35
BREEMEZRARA RS Unrealised gains on revaluation of investment
. . properties 35
BAVEBERBERREHA Deferrad tax credited to investment properties
ZREB R revaluation reserve 35
LBERANE Disposal of investment properties 35
ERSTTL AR RS Unrealised gains on revaluation of bank premises 35
ROoLaBHBEPRITA Detarred tax credited to bank premises
ZRIEHE revaluation reserve 35
BHRE Exchange adjustments 35
BERZHERBRESSRA Net (expenses)/income recognised directly in
BRZF(XH) /RA equity as previously reported
—HEt R R E S| - prior year adjustment in respect of changs in
ZHEAE accounting policies 35
CER7ERRREERA Net {expensesyincome recognised directly in
Rz (%) /WA equity as restated
BEBARTRE Profit attributable 1o the shareholders as
RiEzAH previously reporied
CEHzOBRRES Profit attributable 1o minority interests as
Frifz g M previously reported
EEH 2 EAEH Net profit for the year as previously reported
-AHBRRBESR - prior year adjustment in respect of change in
LEFHE accounting policies 4a)(i)
EXEH(—ERRE: CED) Net profit for the year (2004: as restated)
FRARHRBzUW LB Total recognised income and expenses for the year
SEBE : Dividends paid 35
REBRELSIET 2 RHNE Proceeds an shares issued under share option scheme
ARAAHBGTHERE Change in accounting policy in share option scheme 4l
EREDGHERRETH Share premium under Employee Incentive Plan and
ZEEER share option scheme 35
Rt-A=Z+-AvREEESE Total equity as at 31st December
FARERzUEAE Total recognised income and expenses for the year
SAET: attributable to:
AETRE Shareholders of the Bank
PHRFER Minority interests

ESFRZEE20AZHEEBRAFE -

fa e

2005 2004
{reggt?d)]

7,403,887 6,686,881
19,884 18,292
7,423,771 6,705,173
(9,069) -
7,414,702 6,705,173
187,336 -
7,602,038 6,705,173
- 4,393
(20,650) -
7,424 -

- 11,809

- 10,933

0207 {10,020)
2,900 122
(759) 42
(1,788) 17,279

- (12,669)

(1,788) 4,610

- 1,168,021

- 1,592

- 1,169,613
- (1,332)
1,350,945 1,163,281
1,349,157 1,172,891
(626,149) (473,196)
o 4,932
8,995 1,604
8,338,051 7.414,702
1,346,930 1,171,299
2,227 1,592
1,349,157 1,172,891

The notes on pages 56 to 205 form part of these accounts.
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Consolidated Cash Flow Statement

ZPREFT A=+ —HR2FLEH
(BASTTLIF)
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For the year ended 31st December, 2005
(Expressed in thousands of Hong Kong dollars)

P &

Notes

Net cash inflow from operating activities 37(a}

Investing activities

Purchase of held-to-maturity and
available-for-sale financial assets
Sale and redemption of held-to-maturity
and avaitable-for-sale financial assets
Purchase of held-to-maturity and
non-trading securities
Sale and redemption of held-to-maturity and
non-trading securities
Ordinary dividends received from an
associated company
Amount recovered of goodwill
Amount paid for goodwill
Net cash outflow from acquisition of subsidiary  37(c)
Sale of an associated company
Loan repaid from associated companies
Purchase of properties, plants and equipment
Sale of properties, plants and equipment

Net cash outflow from investing activities

Financing

Issue of new shares under share option scheme
Ordinary dividends paid
Interest paid on loan capital

Net cash outflow from financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at 1st January
Effects of exchange rate changes on the balance of

subordinated debts

Cash and cash equivalents at 31st December

Cash flows from operating activities included:

Interest received
Interest paid
Dividend income

Analysis of the balances of cash and

cash equivalents 37(b)
Cash and balances with banks and other
financial institutions
Money at call and short notice
Treasury bills
Placements with banks and other financial
institutions with an original maturity between
ona and three months

2005 2004
(EH)

(restated)

2,158,383 4,824,832
(7,397, 211) -
6,603,467 -
- (18,670,472)

- 15,880,750

- 2,080

- 66,864
- {4,441)

(879} -

- 3,990

- 630
(55,899) (151,290)
47,551 61,485
{802,971) (2,810,404)
4,010 3,208
{626,149) (473,196}
(134,148) (134,514}
{756,287) (604,412)
599,125 1,510,018
20,375,662 18,862,071
(6,597) 3,575
20,968,190 20,375,662
4,122,265 2,819,840
2,020,871 844,608
8,038 10,090
1,724,925 1,303,218
16,638,711 17,764,627
760,393 183,942
1,844,161 1,123,875
20,968,190 20,375,662

The notes on pages 56 to 205 form part of these accounts.
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Notes to the Accounts
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For the year ended 31st December, 2005
(Expressed in thousands of Hong Kong dollars)

1.

PRINCIPAL ACTIVITIES
The Bank and its subsidiaries are engaged in commercial banking and
related financial services.

PRINCIPAL ACCOUNTING POLICIES

{a) Statement of compliance
The accounts have been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards {*HKFRSs"), which collective
term includes all applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs"), and
Interpretations igsued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA"), accounting principles generally accepted in
Hong Kong and the requirements of the Hong Kong Companies
Ordinance. These accounts aiso comply with the applicable disciosure
provisions of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited and the module on “Financial
Disclosure by Locally Incorporated Authorised Institutions” under the
Supervisory Policy Manual issued by the Hong Kong Monetary Authority.
A summary of the significant accounting policies adopted by the Group
is set out below.

The HKICPA has issued a number of new and revised HKFRSs that are
effective or available for early adoption for accounting periods beginning
on or after 1st January, 2005. The Board of Directors has determinad
the accounting policies to be adopted in the preparation of these
accounts, on the basis of HKFRSs currently in issue. Information on
the changes in accounting policies resulting from initial application of
these new and revised HKFRSs for the current and prior accounting
years reflected in these accounts is provided in note 4.
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2.

PRINCIPAL ACCOUNTING POLICIES {CONTINUED)

{b) Basis of preparation of the accounts
With effect from 9th August, 2004, Chekiang First Bank Limited ("CFB")
has been merged with the Bank through The Wing Hang Bank Limited
{Merger) Ordinance, under which all the assets and liabilities situated
in Hong Kong and the rights and obligations of CFB as expressly
governed by Hong Kong law have been transferred to the Bank, By
virtue of this Crdinance, the accounts of the Bank for the year ended
31st December, 2004 were prepared as if the undertaking of CFB had
vested in the Bank on 1st January, 2004,

The measurement basis used in the preparation of the accounts is
historical cost except that the following assets and liabilities are stated
at their fair value as explained in the accounting policies sst out below:

- financial instruments classified as trading, designated at fair value
through profit or loss and available-for-sale {note 2(f)(ii));

- investment property (note 2(1));
- other freehold land and buildings {note 2(); and

- other leasehold ‘and and buildings, for which the fair values cannot
be allocated reliably between the two elements at the inception of
the lease and the entire lease is classified as finance lease {note
2(1y and 2{my)).
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Notes to the Accounts
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(b} Basis of preparation of the accounts (continued)

(c)

The preparation of financial statements in conformity with HKFRSs
requires management to make judgements, estimates and assumptions
that affect the application of policies and reporied amounts of assets
and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgements about
carrying values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewad on an ongoing
basis. Revisions to accounting estimates are recognised in the period
in which the estimate is revised if the revision affects only that pericd,
or in the peried of the revision and future periods if the revision affects
both current and future periods.

Judgements made by management in the application of HKFRSs that
have significant effect on the financial statements and estimates with a
significant risk of material adjustment in the next year are discussed in
note 3.

Investments in subsidiaries and controlled enterprises

A subsidiary, in accordance with the Hong Kong Companies Ordinance,
is a company in which the Group, directly or indirectly, holds more
than half of the issued share capital, or controls more than half of the
voting power, or controls the composition of the Board of Directors.
Subsidiaries are considered to be controlled if the Bank has the power,
directly or indirectly, to govern the financial and operating policies, so
as to obtain benefits from their activities.

An investment in a controlled subsidiary is consolidated into the
consolidated accounts, unless it is acquired and held exclusively with
a view to subsequent disposal in the near future or operates under
severe long-term restrictions which significantly impair its ability to
transfer funds to the Group, in which case, it is stated in the
consolidated balance sheet at fair valug with changes in fair value
recognised in the investment revaluation reserve as they arise. The
results of subsidiaries acquired during the year are included in the
consolidated profit and loss account from the date of their acquisition.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(c) Investments in subsidiaries and controlied enterprises (continued)

Intra-group balances and transactions, and any unrealised profits arising
from intra-group transactions, are eliminated in full in preparing the
consolidated accounts. Unrealised losses resulting from intra-group
transactions are eliminated in the same way as unrealised gains, but
only to the extent that there is no evidence of impairment.

Minority interests at the balance sheet date, being the portion of the
net assets of subsidiaries attributable to equity interests that are not
owned by the Bank, whether directly or indirectly through subsidiaries,
are presented in the consolidated balance sheet and statement of
changes in equity within total equity, separately from equity attributable
to the shareholders of the Bank. Minority interests in the results of the
Group are presented on the face of the consolidated profit and loss
account as an allocation of the total profit or loss for the year between
mirority interests and the shareholders of the Bank.

Where losses applicable to the minority exceed the minority interests
in the equity of a subsidiary, the excess, and any further losses
applicable to the minority, are charged against the Group’s interest
except 10 the extent that the minority has a binding obligation to, and
is able to, make additional investment to cover the losses. if the
subsidiary subsequently reports profits, the Group’s interest is allocated
all such profits until the minority’s share of losses previously absorbed
to the Group has been recovered.

in the Bank’s balance sheet, an investment in a subsidiary is stated at
cost less any impairment losses (note 2(p)), unless it is acquired and
held exclusively with a view to subsequent disposal in the near future
or operates under severe long-term restrictions which significantly impair
its ability to transfer funds to the Bank, in which case, it is stated at
fair value with changes in fair value recognised in the investment
revaluation reserve as they arise.
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2. FEETEE MR 2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(d) BELT (d} Associated companies
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An associated company is an entity in which the Group or Bank has
significant influence, but not control or jeint control, over its
managemant, including participation in the financial and operating policy
decisions.

An investment in an associated company is accounted for in the
consolidated accounts under the equity method and is initially recorded
at cost and adjusted thereafter for the post acquisition change in the
Group's share of the associated company's net assets, unless it is
acquired and held exclusively with a view to subsequent disposal in
the near future or operates under severe long-term restrictions that
significantly impair its ability to transfer funds to the Bank, in which
case it is stated at fair value with changes in fair value recognised in
the investrment revaluation reserve as they arise. The consclidated profit
and loss account reflects the Group’s share of the post-acquisition
results of the associated companies for the year, including any
impairment loss on goodwill relating to the investment in associates
recognised for the year (note 2{p)}.

When the Group's share of losses exceeds its interest in the associated
company accounted for under equity method, the Group’s interest is
reduced to nil and recognition of further tosses is discontinued except
to the extent that the Group has incurred legal or constructive
cbligations or made payments on behalf of the asscciated company.
For these purposes, the Group's interest in the associated company
accounted for under equity method is the carrying amount of the
investment under equity method together with the Group's other long-
term interests that in substance form part of the Group's net investment
in the associated company.

Unrealised profits and losses rasulting from transactions between the
Group and its associated companies are eliminated to the extent of
the Group's interest in the associated company, except where unrealised
losses provide evidence of an impairment of the asset transferred, in
which case they are recognised immediately in the profit and loss
account.
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PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(d) Associated companies (continued}

(e)

("

In the Bank’s balance sheet, its investments in associated companies
are stated at cost less impairment osses (note 2(p)), unless it is acquired
and held exclusively with a view to subseguent disposal in the near
future or operates under severe long-term restrictions that significantly
impair its ability 1o transfer funds to the Bank, in which cass, it is
stated at fair value with changes in fair value recognised in the
investment revaluation reserve as they arise.

Goodwill

Positive goodwill arising on consolidation represents the excess of the
cost of the acquisition over the Group's share of the fair value of the
identifiable assets, liabilities and contingent liabilities acquired. In respect
of controlled subsidiaries, positive goodwill is stated in the consolidated
balance sheet at cost less any impairment losses (note 2(p)). In respect
of acquisition of associated companies, the cost of positive goodwilt
tess any impairment losses (note 2(p)) is included in the carrying amount
of the investments in associated companies.

On disposal of a controlled subsidiary or an associated company during
the year, any attributable amount of purchased goodwill is included in
the calculation of the profit or loss on disposal.

Financial instruments

(i) Initial recognition
The Group classifies its financial instruments into different
categories at inception, depending on the purpose for which the
assets were acquired or the liabilities were incurred. The categories
are: fair value through profit or loss, lecans and receivables, held-
to-maturity investrents, available-for-sale financial assets and other
financial liabilities.

Financial instruments are measured initially at fair vaiue, which
normally will be equal to the transaction price, plus, in case of a
financial asset or financial lability not held at fair value through
profit ar loss, transaction costs that are directly attributable to the
acquisition or issue of the financial asset or financial liability.
Transaction costs on financial assets and financial liabilities at fair
value through profit or loss are expensed immediately.
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2

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
() Financial instruments (continued)

)

(il

Initial recognition {continued)

The Group recognises financial assets and financial liabilities on
the date it becomes a party to the contractual provisions of the
instrument. A regular way purchase of financial assets is recognised
using trade date accounting. From this date, any gains and losses
arising from changes in fair value of the financial assets or financial
liabilities are recorded.

Classification

Fair value through profit or loss

This categery comprises financial assets and financial liabilities
held for trading, and those designated at fair value through profit
or loss upon initial recognition, but excludes those investments in
equity instruments that do not have a quoted market price and
whose fair value cannot be reliably measured.

Trading financial instruments are financial assets or financial
liabilities which are acquired or incurred principally for the purpose
of trading, or are part of a portfolic of identified financial instruments
that are managed together and for which there is evidence of a
recent actual pattern of short-term profit-taking. Derivatives that
do not qualify fer hedge accounting (note 2(h)) are accounted for
as trading instruments.

Financial instruments designated at fair value through profit or
loss primarily consist of securities with embedded derivatives that
the characteristics and risks of the embedded derivatives are not
closely related to the host contracts,

Financial assets and liabilities under this category are carried at
fair value. Realised gains and losses, and unrealised gains and
losses arising from changes in the fair value are included in the
profit and loss account in the period in which they arise. Upon
disposal or repurchase, the difference between the net sale
proceeds or net payment and the carrying value is included in the
profit and loss account.
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Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market,
other than (1) those that the Group intends to sell immediately or
in the near term, which will be classified as held for trading; {2)
those that the Group, upon initial recognition, designates at fair
value through profit or loss or as available-for-sale; or (3} those
where the Group may not recover substantially all of its initial
investment, other than because of credit deterioration, which will
be classified as available-for-sale. Loans and receivables mainly
comprise loans and advances to customer and placements with
banks and financial institutions.

Securities classified as loans and receivables typically comprise of
securities issued by the same customers with whom the Group
has a lending retationship in its wholesale banking business.
Investment decisions for credit substitute securities are subject to
the same credit approval processes as loans, and the Group bears
the same customer rigsk as it does for loans extended to those
customers. Additionally the yield and maturity terms are generally
directly negotiated by the Group with the issuer. These securities
include commercial paper, short term debentures and preference
shares issued by the borrower.

Loans and receivables and securities classified as lcans and
receivables are carried at amortised cost using the effective interest
method, less impairment allowances (note 2(p)}, if any, and are
accounted for in the profit and loss account.
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2. PRINCIPAL ACCOUNTING POLICIES {CONTINUED)
{f) Financial instruments (continued)

)

Classification (continued)

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturity where the
Group has the positive intention and ability to hold to maturity,
other than (1) those that the Group, upon initial recognition,
designates as at fair value through profit or loss or as available for
sale; and {2) those that meet the definition of loans and receivables,

Held-to-maturity investments are carried at amortised cost using
the effective interest method less impairment losses {note 2{p}}, if
any.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets
that are designated at available-for-sale or are not classified in
any of the other three categories above. It includes financial assets
intended 1o be held for an indefinite period of time, but which may
be sold in response to needs for liquidity or changes in the market
environment. nvestments in equity instruments that do not have a
quoted market price in an active market and whose fair value
cannct be reliably measured, and derivatives that are linked to
and must be settled by delivery of such unquoted equity
instruments are carried at cost less impairment losses, if any (hote

2{p})-

Available-for-sale financial assets are carried at fair value. Unrealised
gains and losses arising from changes in the fair value are
recognised directly in the investment revaluation reserve, except
for foreign exchange gains and losses on monetary items such as
debt securities which are recognised in the profit and loss account.

When the available-for-sate financial assets are sold, the difference
between the net sale proceeds and the carrying value, and the
accumulated fair value adjustments in the equity are treated as
gains or losses on disposal.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

n

Financial instruments (continued)

(il

i

Classification (continued)

Other financial liabilities

Financial liabilities, other than trading liabilities and those
designated at fair value through profit or loss, are measured at
amortised cost using the effective interest methed.

Fair value measurement principles

The fair value of financial instruments is based on their quoted
market prices at the balance sheet date without any deduction for
estimated future selling costs. Financial assets are priced at current
bid prices, while financial liabilities are priced at current asking
prices.

H a quoted market price is not available on 2 recognised stock
exchange or from a broker/dealer for non-exchange-traded financial
instruments or publicly available latest traded price, or if the market
for it is not active, the fair value of the instrument is estimated
using valuation techniques that provide a reliable estimate of prices
which could be obtained in actual market transactions.

Where discounted cash flow techniques are used, estimated future
cash flows are based on management's best estimates and the
discount rate used is a market rate at the balance sheet date
applicable for an instrument with similar terms and conditions.
Where other pricing models are used, inputs are based on market
data at the balance sheet date.

The fair value of derivatives that are not exchange-traded is
estimated at the amount that the Group would receive or pay to
terminate the contract at the balance sheet date taking into account
current market conditions and the current creditworthiness of the
counterparties. Specifically, the fair value of a forward contract is
determined as the present value of estimated future cash flows,
discounted at appropriate market rates on the valuation date.
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2.

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
{f) Financial instruments (continued)

({iv)

v

(vi)

Deracognition

A financial asset is derecognised when the contractual rights to
receive the cash flows from the financial asset expire, or where
the financial asset together with substantially all the risks and
rewards of ownership, have been transferred.

The Group uses the weighted average method to determine realised
gains and losses to be recognised in profit or loss on derecognition.

A financial liability is derecognised when the obligation specified
in the contract is discharged, cancelted or expires.

Offsetting

Financial assets and financial liabilities are offset and the net
amount is reported in the balance sheet where there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settte on a net basis, or realise the asset and settle
the liability simultaneously.

Embedded derivatives

An embedded derivative is a component of a hybrid (combined)
instrument that includes both the derivative and a host contract
with the effect that some of the cash flows of the combined
instrument vary in a way similar to a stand-alone derivative. The
embedded derivatives are separated from the host contract and
accounted for as a derivative when {1} the economic characteristics
and risks of the embedded derivative are not closely related to the
host contract; and (2) the hybrid {combined) instrument is not
measured at fair value with changes in fair value recognised in the
profit and loss account. When the embedded derivative is
separated, the host contract is accounted for in accordance with
the accounting policies for financial instruments.
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2. PRINCIPAL ACCOUNTING POLICIES (CONT/NUED)

{9)

(h}

Repurchase and reverse repurchase transactions

Securities sold subject to a simultaneous agreement to repurchase
these securities at a certain later date at a fixed price (repurchase
agreements) are retained in the accounts and measured in accordance
with their original measurement principles. The proceeds from the sale
are reported as fiabilities and are carried at amortised cost.

Securities purchased under agreements to resell (reverse repurchase
agreements) are reported not as purchases of the securities, but as
receivables and are carried in the balance sheet at amortised cost.

Interest earned on reverse repurchase agreements and interest incurred
on repurchase agreements is recognised as interest income or interest
expense, over the life of each agreement using the effective interest
rate method.

Hedging

Hedge accounting recognises the offsetting effects on profit or loss of
changes in the fair values of the hedging instrument and the hedged
item. The Group assesses and documents whether the financial
instruments that are used in hedging transactions are highly effective
in offsetting changes in fair values or cash flows of hedged items
attributable to the hedged risks both at hedge inception and on an
ongoing basis. The Group discontinues prospectively hedge accounting
when (1) the hedging instrument expires or is sold, terminated or
exercised; (2) the hedge no longer meets the criteria for hedge
accounting; or {3) the Group revokes the designation.

{ii Fair value hedge
A fair value hedge seeks to offset risks of changes in the fair value
of recognised asset or liability that will give rise to a gain or loss
being recognised in the profit and loss account.

The hedging instrument is measured at fair value, with fair value
changes recognised in the profit and loss account. The carrying
amount of the hedged item is adjusted by the amount of the
changes in fair value of the hedging instrument attributable to the
risk being hedged. This adjustment is recognised in the profit and
loss account to offset the effect of the gain or loss on the hedging
instrument.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(h} Hedging (continued)
{i} Cash flow hedges

Where a derivative financial instrument is designated as a hedge
of the variability in cash flows of a recognised asset or liability, or
a highly probable farecast transaction, or the foreign currency risk
of a committed future transaction, the effective part of any gain or
loss on the derivative financial instrument in relation to the hedged
risk is recognised directly in equity. The ineffective part of any gain
or loss is recognised immediately in the profit and loss account.

If a hedge of a forecast transaction subsequently results in the
recognition of a financial asset or a financial liability, the associated
gains and losses that were recognised directly in equity are
reclassified in the profit and loss account in the same period or
periods during which the asset acquired or liability assumed affects
the profit and loss account. If the hedge of a forecast transaction
subsequently results in the recognition of a non-financial asset or
non-financial liability, the associated cumulative gain or loss is
removed from equity and included in the initial cost or other carrying
amount of the non-financial asset or liability.

For cash flow hedges of a recognised asset or liability, the
assoctated cumulative gain or loss is removed from equity and
recognised in the profit and loss account in the same period or
periods during which the hedged cash flows affect the profit.

When a hedging instrument expires or is sold, terminated or
exercised, or the Group revokes designation of the hedge
relationship but the hedged forecast transaction is still expected
to occur, the cumulative gain or loss at that point remains in
equity and is recognised in accordance with the above policy
when the transaction occurs. If the hedged transaction is no longer
expected to take place, the cumulative unrealised gain or loss
recognised in equity is recognised immediately in the profit and
loss account.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
{h} Hedging (continued}
(i) Net investment hedge
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(iv)

Hedges of net investment in foreign operations are accounted for
similarly to cash flow hedges. The portion of the gain or loss on
remeasurement of the hedging instrument that is determined to
be an affective hedge is directly recognised in equity until the
disposal of the foreign operation, at which time the cumulative
gain or ioss recognised directly in equity is recognised in the profit
and loss account. The ineffective portion is recognised immediately
in the profit and loss account.

Hedge effectiveness testing

The Group expacts the hedge to be highly effective (prospective
effectiveness) at the inception of the hedge to qualify for hedge
accounting. Actual effectiveness (retrospective effectiveness) is also
demonstrated on an ongoing basis.

EMBHIREZ X HEE The documentation of each hedging relationship sets out how the
MEFEE R 2 A o RE effectiveness of the hedge is assessed. The method the Group
BRzHAHBTGER adopts for assessing hedge effectiveness will depend on its risk
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management strategy.

For fair value hedge relationships, the Group utilises the cumutative
dollar offset method or regression analysis as effectiveness testing
methodologies. For cash flow hedge relationship, the Group utilises
the change in variable cash flow method or the cumulative dollar
offset method using the hypothetical derivative approach.

For prospective effectiveness, the hedging instrument is expected

BREREAEHEYHAE to be highly effective in achieving offsetting changes in fair value
B - B EE MY or cash flows attrioutable to the hedged risk during the period for
HERZLOFREELZRER which the hedge is designated. For actual effectiveness, the

B8 - HBREAD
5OFREXRASRREY
SR EEEL0RE125%
GEAERRA™ -

changes in fair value or cash flows must offset each other in the
range of 80% to 125% for the hedge to be deemed effective.
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2. PRINCIPAL ACCOUNTING POLICIES {CONTINUED)
(i} Revenue recognition
Provided it is probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can be measured
reliably, revenue is recognised in the profit and loss account as follows:

{i} Interest income
Interest income for ali interest-bearing financial instruments, except
those classified as held for trading or designated at fair value |
through profit or loss, are recognised as “interest income” in the ;
profit and loss account using the effective interest rate methad.

The effective interest rate method is a method of calculating the
amortised cost of a financial asset and of allocating the interest
income cver the relevant period. The effective interest rate that is
the rate exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrumant or,
when appropriate, a shorter period to the net carrying amount of
the financial asset. When calculating the effective interest rate,
the Group estimates cash flows considering all contractual terms
of the financial instrument {for example, prepayment, call and similar
options} but does not consider future credit losses. The calculation
includes all fees and points paid or received between parties to
the contract that are an integral part of the effective interest rate,
transaction costs and all other premiums or discounts,

Interest will continue to be recognised on impaired financial assets
using the interest rate for discounting future cash flows for the
purpose of measuring the related impairment loss. Subsequent
unwinding of discount allowance is recognised as interest income.

Net income from financial instruments designated at fair value
through profit or loss and net trading income comprises all gains
and losses from changes in fair value (net of accrued coupon) of
such financial assets and financial liabilities, together with interest
income and expense and dividend income attributable to those
financial instruments.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(i) Revenue recognition {continued)

(it

(iii)

fiv)

Fee and commission income

Fee and commission income arises on financial services provided
by the Group including cash management services, brokerage
services, investment service and financial planning, personal
banking services, project and structured finance transactions, and
asset management services. Fee and commission income is
recognised when the cormresponding service is provided, except
where the fee is charged to cover the costs of a continuing service
to, or risk borne for, the customer, or is interest in nature. in these
cases, the fee is recognised as income in the accounting period in
which the costs or risk is incurred and is accounted for as interest
income,

Origination or commitment fees received by the Group which result
in the creation or acquisition of a financial asset are deferred and
recognised as an adjustment to the effective interest rate. If the
commitment expires without the Group making a loan, the fee is
recognised as revenue on expiry.

Finance income from finance lease and hire purchase contract

Finance income implicit in finance lease and hire purchase
payments is recognised as interest income over the period of the
leases so as to produce an approximately constant periedic rate
of return on the ocutstanding net investment in the leases for each
accounting pericd. Contingent rentals receivable are recognised
as income in the accounting period in which they are earned.

Rental income from operating lease

Rental income received under operating leases is recognised as
other operating income in equal instaiments over the accounting
periods covered by the lease term, except where an alterative
basis is more representative of the pattern of benefits to be derived
from the leased asset. Lease incentives granted are recognised in
the profit and loss accounts as an integral part of the aggregate
net lease payments receivable. Contingent rentals receivable are
recognised as income in the accounting period in which they are
earned.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(i) Revenue recognition {continued)

(v} Dividend income
Dividend income from unlisted investments is recognised when
the shareholder's right to receive payment is established. Dividend
income from listed investments is recognised when the share price
of ths investment goes ex-dividend.

) Income tax

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognised in the profit and loss
account except 1o the extent that they relate to items recognised
directly in reserves, in which case they are recognised in reserves.

Current tax is the expected tax payable on the taxable income for the
year, using tax rates enacted or substantively enacted at the balance
sheet date, and any adjustment to tax payable in respect of previous
years.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences between the carrying amounts of assets and
liabilities for financial reporting purpose and thair tax bases respectively.
Deferred tax assets also arise from unused tax losses and unused tax
credits.

Deferred tax liabflities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available, against which deductible
temporary differences can be ulilised.

Deferred tax is calculated at the tax rates that are expected to apply in
the year when the liability is settled or the asset is realised. Deferred
tax assets and liabilities are not discounted. The carrying amount of
deferred tax assets/liabilities is reviewed at each balance sheet date
and is reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the related tax benefit to be
utilised.
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2.

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

17

k)

)

Income tax {continued)

Current tax balances and deferred tax balances, and movements
therein, are presented separately from each other and are not offset.
Currant tax assets are offset against current tax liabilities, and deferred
tax assets against deferred tax liabilities if, and only if, the Bank or the
Group has the legally enforceable right to set off current tax assets
against current tax liabilities. The principle of offsetting usually applies
to income tax levied by the same tax authority on the same taxable
entity.

Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong
Kong dollars at the exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies are
translated into Hong Kong doliars at the exchange rates ruling at the
balance sheet date. Exchange gains and losses are dealt with in the
profit and loss account.

Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the exchange
rates ruling at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are
translated using the foreign exchange rates ruling at the dates the fair
value was determined.

Exchange differences relating to investments at fair value through profit
or loss and derivative financial instruments are included in gains and
losses on investments and net gain/{loss) on derivatives, respectively.

The results of overseas branches and subsidiaries ars translated into
Hong Kong dollars at the average exchange rates for the year; balance
sheet items are transiated into Hong Kong dollars at the rates of
exchanges ruling at the balance sheet date. The resulting exchange
differences are dealt with as movements in reserves.

Tangible fixed assets and depreciation

(i In preparing these accounts, advantage has been taken of the
transitional provisions set out in paragraph 80 of HKAS 16
“Property, Plant and Equipment” issued by the HKICPA, with the
effect that bank premises have not been revalued to fair value at
the balance sheet date.
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2. PRINCIPAL ACCOUNTING POLICIES {CONTINUED)
(I} Tangible fixed assets and depreciation (continued)

)

(it)

(v}

Equipment, comprising furniture, plant and other equipment, is
stated at cost less depreciation calculated on a straight-line basis
to write off the assets over their estimated useful lives, which are
generally between 3 to 10 years.

No ameortisation is provided on freghold land. Leasehold land (note
2{m)} is amortised in equal annual instalments over the remaining
term of the lease. Buildings are amortised by equal instalments
over the estimated useful lives which in no case exceed 50 years.

Investment properties are land and/cr buildings which are owned
or held under a leasehold interest (note 2(m)) either to earn rental
income or for capital appreciation or for both. These include land
held for a currently undetermined future use, which are stated in
the balance sheet at their open market values which are assessed
annually by professional qualified valuers. Any gain or loss arising
from a change in fair value is recognised in the profit and loss
account.

(m) Finance and operating leases

0)

Classification of leased assets to the Group
Assets that are held by Group under leases which transfer to the
Group substantially all the risks and rewards of ownership are
classified as being held under finance leases. Leases which do
not transfer substantially all the risks and rewards of ownership to
the Group are classified as operating leases.
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2.

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
{m) Finance and operating leases (continued)

(il

(i}

(iv)

Finance leases

Where the Group is a lessor under finance leases, an amount
representing the net investment in the lease is included in the
balance sheet as “Advances to customers”. Finance income implicit
in the lease payment is recognised as “Interest income” over the
period of the leases in proporticn to the funds invested. Hire
purchase contracts having the characteristics of finance leases
are accounted for in the same manner as finance leases.
Impairment losses are accounted for in accordance with the
accounting policy as set out in note 2{p).

Assats held for use in operating leases

Where the Group is a lessor under operating leases. the leased
assels are included in “Tangible fixed assets”. Rentals receivable
under operating leases are recognised as “Cther operating income”
in equal instalments over the accounting pericd covered by the
lease term. Impairment losses are accounted for in accordance
with the accounting policy as set out in note 2{p).

Operating lease

Where the Group leases cut assets under operating |eases, the
assets are included in the balance shest according to their nature
and, where applicable, are depreciated in accordance with the
Group’s depreciation policies, as set out in note 2(l){ii). Impairment
losses are accounted for in accordance with the accounting policy
as set out in note 2(p). Revenue arising from operating leases is
recognised in accordance with the Group's revenue recognition
policies, as set out in note 2(j(iv).
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2,

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
{m) Finance and operating leases (continued)
(iv) Operating lease (confinued}

Where the Group has the use of assets held under operating
leases, payments made under the leases are charged to profit
and loss account in equal instalments over the accounting periods
covered by the lease term, except where an alternative basis is
more representative of the pattern of benefits to be derived from
the leased asset. Lease incentives received are recognised in profit
and loss account as an integral part of the aggregate nel lease
payments made. Contingent rentals are charged to the profit and
loss account in the accounting period in which they are incurred.

The cost of acquiring land held under an operating lease is
amortised on a straight-line basis over the period of the lease
term except where the property is classified as an investment
property.

(n) Repossessed assels

In the recovery of impaired loans and advances, the Group may take
repossession of the collateral assets through court proceedings or
voluntary delivery of possession by the borrowers. In accordance with
the Group’s accounting policy set out in note 2(p), impairment
allowances for impaired loans and advances are maintained after taking
into account the net realisable value of the repossessed assets.
Repossessed assets continue to be ireated as securities for loans and
advances.

Repossessed assets are recognised at the lower of their carrying
amcunt of the related loans and advances and fair value less costs to
sell. They are not depreciated or amortised.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

fn)

(o)

{2}

Repossessed assets (continued)
Impairment losses on initial classification and on subsequent re-
measurement are recognised in the profit and loss account.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Bank or Group has a legal or constructive obligation arising
as a result of a past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate
can be made. Where the time value of money is material, provisions
are stated at the present value of the expenditure expected to settle
the cbligation.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation is
disclosed as a contingent fiability, unless the probability of outflow of
gconomic benefits is remote. Possible obligations, whose existence
will only be confirmed by the eccurrence or non-occurrence of one or
mare future events, are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is remote.

Impairment of assets

At each balance sheet date, if internal and external sources of
information indicate that any of the Group’s assets are impaired, the
assei’s recoverable amount is estimated, and an impairment (0ss i
recognised in the profit and loss account whenever the carrying amount
of an asset exceeds its recoverable amount.

(i) Held-io-maturity financial assets

For held-to-maturity financial assets, the impairment loss is
measured as the difference between the asset's carrying amount
and the present value of estimated future cash flows discounted
at the financial agset's original effective interest rate. (i.e. the
effective interest rate computed at initial recognition of these
assets). Receivables with a short duration are not discounted i
the effect of discounting is immaterial.
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2.

PRINCIPAL ACCOUNTING POLICIES {CONTINUED}
{p) Impairment of assets (continued)

)

(il

Held-to-maturity financial assets {continued)

it in a subsequent period the amount of an impairment loss
decreases and the decrease can be linked objectively to an event
occurring after the impairment loss was recognised, the impairment
loss is reversed through the profit and loss account. A reversal of
impairment losses is limited to the asset’s carrying amount that
would have been determined had no impairment loss been
recognised in prior years.

Available-for-sale financial assets

When there is objective evidence that an available-for-sale financial
asset is impaired, the cumulative loss that had been recognised
directly in equity is removed from equity and is recognised in
profit and loss account. The amount of the cumulative loss that is
recognised in profit and loss account is the difference between
the acquisition cost (net of any principal repayment and
amortisation) and current fair value, less any impairment loss on
that asset previously recognised in profit and loss account.

For unquoted available-for-sale equity securities that are carried
at cost, the impairment loss is measured as the difference between
the carrying amount of the financial asset and the present value of
estimated future cash flows discounted at the current market rate
of return for a similar financial asset.

Impairment losses recagnised in profit and loss account in respect
of available-for-sale equity securities are not reversed through profit
and loss account. Any subsequent increase in the fair value of
such assets is recognised directly in equity.

Impairment losses in respect of available-for-sale debt securities
are reversed if the subsequent increase in fair value can be
objectively related to an event occurring after the impairment loss
was recognised. Reversals of impairment Igsses in such
circumstances are recognised in profit and foss account.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
{p} Impairment of assets {continued)
(i} impairment of loans and receivables

The credit logses of loans and receivables are measured as the
difference between the asset's carrying amount and the present
value of estimated future cash flows discounted at the asset's
original effective interest rate. Receivables with a shart duration
are not discounted if the effect of discounting is immaterial.

The total allowance for credit losses consists of two components:
individual impairment allowances, and collective impairment
allowances.

The Group first assesses whether objective evidence of impairment
exists individually for financial assets that are individually significant,
and individually or collectively for financial assets that are not
individually significant. If the Group determines that no objective
evidence of impairment exists for an individually assessed financial
asset, whether significant or not, it includes the asset in a group
of financial assets with similar credit risk characteristics and
collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment
loss is or continues to be recognised are not included in a collective
assessment of impairment.

The accuracy of the impairment allowances the Group makes
depends on how well the Group ¢an estimate future cash flows
for individually assessed impairment allowances and the model
assumptions and parameters used in determining collective
impairment allowances. While this necessarily involves judgment,
the Group believes that the impairment allowances on loans and
advances to customers are reasonable and supportable.

Any subsequent changes to the amounts and timing of the
expected future cash flows compared to the prior estimates that
can be linked objectively to an event occurring after the write-
down, will result in a change in the impairment allowances on
loans and receivables and be charged or credited to the profit
and loss account.

When there is no reasonable prospect of recovery, the loan and
the related interest receivables are written off.
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2. PRINCIPAL ACCOUNTING POLICIES {CONTINUED)
(p) Impairment of assets (continued)
{iv} Other assets
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Internal and external sources of information are reviewed at each
balance sheet date to identify indications that the {ollowing assets
may be impaired or, except in the case of goodwill, an impairment
loss previously recognised no longer exists or may have decreased:

property and equipment (other than properties carried at
revalued amounts);
investments in subsidiaries and associated companies; and

goodwill.

If any such indication exists, the asset's recoverable amount is
estimated. In addition, for goodwili, the recoverable amount is
estimated annually whether or not there is any indication of
impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its net
selling price and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of time vafue of money and the risks specific to
the asset. Where an asset does not generate cash inflows
largely independent of those from other assets, the recoverable
amount is determined for the smallest group of assets that
generates cash inflows independently {i.e. a cash-generating
unit).
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
{p) Impairment of assets (continued)
(iv) Other assets (continued)

Recognition of impairment losses

An impairment loss is recognised in the profit and loss account
whenever the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its recoverable
amount. Impairment losses recognised in respect of cash-
generating units are allocated first to reduce the carrying
amount of any goodwill allocated to the cash-generating unit
(or group of units} and then, to reduce the carrying amount of
the other assets in the unit {or group of units} on a pro rata
basis, except that the carrying value of an asset will not be
reduced below its individual fair value less costs to sell, or
value in use, if determinable.

Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss
is reversed if there has been a favourable change in the
estimates used to determine the recoverable amount. An
impairment loss in respect of goodwill is not reversed.

A reversal of impairment losses is limited to the asset's carrying
amount that would have been determined had no impairment
loss been recognised in pricr years. Reversals of impairment
losses are credited to the profit and loss account in the year
in which the reversals are recognised.

(q} Related parties
Parties are considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise significant
influence over the party in making financial and operating decisions, or
vice versa, or where the Group and the party are subject to commaon
control or common significant influence. Related parties may be
individuals or entities and include entities which are under the significant
influence of related parties of the Group where those parties are
individuals, and post-employment benefit plans which are for the benefit
of employees of the Group or of any entity that is a related party of the

Group.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUVED)

{r}

{s)

)

Segment reporting

A segment is a distinguishable component of the Group that is engaged
either in providing products or services (business segment), or in
providing products or services within a particutar economic environment
{gecgraphical segment), which is subject to risks and rewards that are
different from those of other segments.

The Group has chosen business segment information as the primary
reporting format and geographical segment information as the
secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include items
directly attributable to a segment as weli as those that can be allocated
on a reasonable basis to that segment. Segment revenue, expenses,
assets and liabilities are determined before intra-group balances and
intra-group transactions are eliminated as part of the consolidation
process, except to the extent that such intra-group bafances and
transactions are between group enterprises within a single segment.
Inter-segment pricing is based on similar terms as those available to
other external parties.

Segment capital expenditure is the total cost incurred during the year
to acquire segment assets (both tangible and intangible) that are
expected to be used for more than one year.

Cash equivalents

Cash and cash equivalents comprise cash and balances with banks
and other financial institutions, and short-term, highly liquid inter-bank
placements and investments that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of
changes in value, having been within three months of maturity at
acquisition. Balances of banks and other financial institutions that are
repayable on demand and form an integral part of the Group's cash
management are also included as a component of cash and cash
equivalents for the purpose of the cash flow statement.

Employee benefits

(i) Salaries, annual bonuses, paid annual leave and the cost to the
Group of non-monetary benefits are accrued in the year in which
the associated services are rendered by employees of the Group.
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2.

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
() Employee benefits {continued}

{ii}

i)

(iv)

Contributions to Mandatory Provident Funds as required under
the Hong Kong Mandatory Provident Funds Scheme Ordinance
are recognised as an expense in the profit and loss account when
incurred.

When the Group grants employees options to acquire shares of
the Bank, the considerations received are recognised as “Other
accounts and provisions” at the date of grani. The fair value of
the options is measured at the grant date and is charged to the
profit and loss account and credited to shareholders' funds
between the grant date and the vesting date. When the options
are exercised, sharehotders' fund is increased by the amount of
the proceeds and consideration received.

When the Group grants employees awards o acquire shares of
the Bank under Employes Incentive Plan ("EIP"). The fair value of
the awards is measured at the grant date and is charged to the
profit and loss account and credited to shareholders’ funds
between the grant date and the vesting date. The cash amount
equal to the dividend that would have been paid during the period
up to vesting will be charged to the profit and loss account as
bonus expenses on an accrual basis.

(u) Subordinated notes issued
Subordinated notes issuad are included in the balance sheet at the
value of the net proceeds received upon issue.

Interest on subordinated notes issued is charged to the profit and loss
account at the coupon rate adjusted for the amortisation of any premium
or discount arising on issue sc as to achieve a constant rate of charge
over the period from the date of issue to the date of redemption.

When notes issued are repurchased or settled before maturity, any
difference between the amount repaid and the carrying amount is
recognised immediately in the profit and loss account.
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The preparation of accounts requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of these finangcial
statements and the reported amounts of revenues and expenses for the
years presented. Changes in assumptions may have a significant impact
on the financial statements in the periods where the assumptions are
changed. The application of assumptions and estimates means that any
selection of different assumptions would cause the Group's reporting to
differ. The Group believes that the assumptions that have been made are
appropriate and that the financial statements therefore present the financial
position and results fairly, in all material respects.

Management discussed with the Audit Committee the development, selection
and disclosure of the Group’s significant accounting policies and estimates
and the application of these policies and estimates,

Notes 26, 42 and 43 contain information about the assumptions and their
risk factors relating to goodwill impairment, fair value of share options
granted and fair values of financial instruments, Other key sources of
estimation uncertainty are as follows:

(a) Key sources of estimation uncertainty
Impairment losses
(i) Loan and advances

Loan portfolios are reviewed periodically to assess whether
impairment losses exist. The assessment process consists of two
stages. During the first stage, the Group makes judgements as to
whether there is any objective evidence that a loan portfolio is
impaired, i.e. whether thers is a decrease in estimated future cash
flows. Objective evidence for impairment includes observable data
that the payment status of borrowers in a group has adversely
changed. It may also include cbservable data that correlate with
defaults on the assets in the group. If management has determined,
based on their judgement, that objective evidence for impairment
exists, expected future cash flows are estimated individually or
based on historical loss experience for assets with credit risk
characteristics similar to those of the group. Historical loss
experience is adjusted on the basis of the current observable
data. Management reviews the methodolegy and assumptions used
in estimating future cash flows regularly to reduce any difference
between loss estimates and actual loss experience.
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3. ACCOUNTING ESTIMATES AND JUDGEMENTS (CONTINUED)
{a) Key sources of estimation uncertainty {continued)

Impairment losses (continued}

(i Available-for-sale equity investments
The Group determines that available-for-sale equity investments
are impaired when there has been a significant or prolonged decline
in the fair value below its cost. The determination of when a decline
in fair value below cost is not recoverable within a reasonable
time period is judgmental by nature, so profit and loss could be
affected by differences in this judgement.

{b) Critical accounting judgements in applying the Group's

accounting policies
Certain critical accounting judgements in applying the Group’s
accounting policies are described below.

Held-to maturity investments

The Group classifies non-derivative financial assets with fixed or
determinable payments and fixed maturity and where the Group has a
positive intention and ability to hold to maturity as held-to-maturity
investments. In making this judgement, the Group evaluates its intention
and abiiity to hold such investments till maturity.

If the Group faits to hold these investments to maturity other than for
certain specific circumstances, the Group will have to reclassify the
entire portfolio of held-to-maturity investments as available-for sale, as
such class is deemed to have been tainted.

This would result in held-to-maturity investments being measured at
fair value instead of at amortised cost.
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4. HHBREE 4. CHANGES IN ACCOUNTING POLICIES

EAEHNLERG2ER %% The HKICPA has issued a number of new and revised HKFRSs that are

E-A-BRZERHZ A HRE effective for accounting periods beginning on or after 1st January, 2005,

BT ERBBITHEEMBREE

Al «

AEMER/HERITRENFHEESE The accounting policies of the Group and/or the Bank after the adoption of

BIEARMBERSERE G RE these new and revised HKFRSs have been summarised in note 2. The

R EoBR - FREFEHBR following sets out information on the significant changes in accounting

BEAREEH  CREAMBRES policies for the current and prior accounting periods reflected in this financial

R - report.

FEBNAERBRAM 4TS5 The Group has not applied any new standard or interpretation that is not

FEEAERZFHBEQRRE - yet effective for the current accounting period as disclosed in note 44,

fa) BFERBIDSHRE fa) Restatement of prior year and opening balances
TEEBRNEEERHETRMS The following tables disclose the adjustments that have been mads in
BEEMZ BEERMELTES accordance with the transitional provisions of the respective HKFRSs
—ERME+-A=+—HLZ to each of the line items in the consolidated profit and loss account
FERCHEERZESRER - and balance sheet and the Bank's balance sheet and other significant
FAAEAMRRBRARGEER related disclosure items as previously reported for the year ended 31st
BEXRTE—JHE  LREMEX December, 2004. The effects of the changes in accounting policies on
HHERAEBEELNAR - 8§ the balances at 1st January, 2004 and 2005 are disclosed in note 35,

HERRREEE_S¥MFE—A
—BRE-2BEF-A-BE#H
fERE - FAMBHEISA -




EHBEDE () 4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)
{a) BERMUDLEHEE (K) (a) Restatement of prior year and opening balances (continued)
() BEAMBERZZE {ii Effect on the consolidated financial statements
BE-RRWNE+-A=+ Consolidated profit and loss account for the year ended 31st

—~BIHERZESBH8E Decerber, 2004:
HRHRE B (FRANSR/ (H))
Effect of new policy (increase/{dacrease] in profit for the year)
A
EE L
BRENG
RERRH
£RIF408
{Hite(a)
FRUREE  FEeH HK (SIC)
004 RAEAR AHE 1R Interpretation
(BEHSE)  (Hade) (M) 218 2004
(aspraviously ~ HKFRS2  HKAS1  HKAS40 it (58)
reported)  (note dic)  (nole dig) (note 4(d) Sub-total  (restated)
HERA Inerest income 2,877,006 - - - - 2B77,006
flaxk Interest expenses (1,082,689) - - - - 1,082,689
FHEMA Net interast income 1,794,317 - - - - 1794317
ARBERA Other aperating income 640,670 - - (53) 53 840,017
BEuA Operating income 2,434,387 - - (53) B3 2,434,33¢
Bixb QOperating expenses {1,028,107) 14,932) - - (4,939 (1,033,039
nhEEEAzER Operating profil before
#H provisions 1,406,280 (4,932) - (53) {4,985 1,401,283
REERRR Charge for bad and
doubtiul debts (54,434) - - - - B4
22 Cperating profit 1,351,848 (4,932) - {59) {4,935 1,346,861
BRRADERLE Gains on revaluation of
ENBETEER invesiment proparties,
BERAZEY disposal of tangible
fixed assets and
associated company 43,743 - - 11,809 11,809 55,552
HEREEIHE Profits on disposal of
BN hald-to-maturity
securitles 0 - - - - pal)l
HEFHERTRE Profits on disposal of
BH7HN non-trading securities 8,307 - - - - 8,307
HEZHUMARSR? Provisions written back
EELOR for held-o-maturity
securities 4648 - - - - 4,848
EREBMHN/ Profit/{loss) on ordinary
(ER) activilies 1,406,945 (4,932) - 11,756 B.824 143,760
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4,

B BERE (A) 4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)
(a) EERBNGHRRE (K) {a) Restatement of prior year and opening balances {continued)
(i) HESWBRRZ R (i) Effect on the consclidated financial statements {continued)
HeHBRREE(FRANER/ (D)
Effect of new policy {increase/{decrease) in profit for the year)
i1
SR
BRENG
RERe
E0)F 408
(Bista(a)
FAMBEE FREH  RKSO
2004 EBBIEXR  RHEIE interpretation
(EFRE)  (Hitae) (M) 214 2004
(as praviously ~ HKFRS2  HKAS1  HKAS4D Mt (Eg)
reported)  (pote die))  {nole dlg}  {note 4(d)) Sub-total  {restated)
BEBELAZE Share of net profits/
@/ (BE) (losses) in associated
companies 5229 - {584) - (684) 4,545
BENAR/ Profitf{ioss) before
(B#) taxation 1,412,174 {4,932 (684) 11,756 6140 1,418,314
HE Taxation {242 561) - 684 (8,156) 7479 {250,033
BEEAH/ (B8) Profit/loss) after taxation 1,169,613 (4,932) - 3,600 (1,332) 1,168,281
ARz EH/ Profiis/{losses)
(EH) attributatle to:
ABRE Shareholders of
the Bank 1,168,024 (4,932 - 3,600 (1332) 1,166,689
PERRES Minority interasts 1,562 - - - - 1,502
REERR/ (H8) Profit/floss) after taxation 1,169,613 (4,932 - 3,600 (1339 1,166,281
gRAT Earnings per share
Bx Basic 397 {0.01) - 0.01 - a9
b3} Diluted 397 {0.02) - 0.01 {0.01) 3.96
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4, CHANGES IN ACCOUNTING POLICIES (CONTINUED)
{a) Restatement of prior year and opening balances (continued)
(i) Effect on the consolidated financial staterments (continued)

PRHERZPE (MR QRFERRAFHN/ (HD)

Consolidated balance sheet at 31st December, 2004:

Effact of new policy (ngrease/{decraase) in tolal assets, total equity and liabilities)

R
2R
RREENR
RE#RI
ZRF 0%
(R & 4(0))
ERUBEE  EREG  HK(SKO
004  RAENR  RUFIR Interpretation
(GFEHE)  (Hide) (BE4) 04 2004
{aspreviously ~ HKFRS2  HKAS1  HKAS 40 it (&%)
reported)  (note 4(c))  (pote dfg))  (ofed(d))  Sub-total  [restated)
Assets
Cash and short-term
funds 20,529,318 - - - - 20529018
Placements with banks
and ather financtal
institutions maturing
between one and
twelve months 1,435,527 -~ - - - 1435527
Trade bills less provisions 551,124 - - - - 551,124
Certificates of deposit
held 30,000 - - - - 30,000
Trading securities 12,067 - 18,741 - 18,741 30,608
Advances to customers
and other accounts
less provisions 49,712,008 - (18,741) - (18,741} 49,693,267
Held-to-maturity
securities 18,867,918 - - - - 18,867,918
Non-trading securities 1,520,822 - - - - 1520822
Investments in
associated cempanies 135,706 - - - - 136,708
Tangible fixed assets
- Investment propeties 209,560 - - - - 209,560
- Other properties, plants
and equipment 1,563,010 - - - - 1,563,010
Goodwil 847,713 - - - - 847,713
Current tax recoverable 5,381 - - - - 5,381
Deferrad tax assets 27,950 - - - - 27,950
Total assels 95,448,104 - - - - 95,448,104
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4. CHANGES IN ACCOUNTING POLICIES {CONTINUED)
(a) Restatement of prior year and opening balances {continued)
() Effect on the consclidated financial statements {continued)

BEHARZYE (BEE  BRREERARKR/ (HD))

Effect of new policy (increase/[decrease) in total assats, totat equity and liabilities)

g2
BEHRE
BRENY
RERGH
RREF
(K ta(d)
FRAMBEE  FREH  HKISO)
004 BEIER  BREIE Imerpretation
(BERE)  (KEac)  (Hi4(g) 218 2004
{aspreviously ~ HKFRS2  HKAS1  HKAS40 it (B#)
reported)  {note dfc)  [hote dlg) (note A(d) Sub-total (restated)
Equity and liabilities
Deposits and balances
of banks and other
financia! institutions 1,209,582 - - - - 1,209,582
Deposits from customers 78,569,161 - - - - 78,568,161
Certificates of deposit
issued 4,616,000 - - - ~ 4,616,090
Trading liabilities - - 8,628 - 8,628 8,628
Gurrent {ax payable 63,381 - - - - 63,381
Deferred tax liabilities 55,884 - - 9,089 9,069 64,953
Other accounts and
provisions 983,750 - (8,628 - 8,628 975,122
Loan capital 2,526,485 - - - - 2,526,485
Total lighilities 83,024,333 - - 9,069 9,069 88,033,402
Share capital 293,91 - - - - 293,91
Reserves
- Share Premium 342,102 4032 - - 4,932 347,034
- Capital reserve 215,909 - - - - 215,909
- General reserve 2,091,174 - - - - 2,091,174
- Bank premises
revakuation reserve 264,039 - - - - 269,039
- Investment properties
revaluation reserve 12,683 - - (12,683 (12,683) -
- Investment
revaluation reserve 22,241 - - - - 22,241
- (apital redemption
reserve 769 - - - - 769
- Unappropriated
profits 4,156,059 (4,932) - 3614 (1.318) 4,154,744
Reserves 7,100,976 - - (8,069) (2,069 7,100,907
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4. CHANGES IN ACCOUNTING POLICIES (CONTINUED}
{a) Restatement of prior year and opening balances {continued)

(i)

Shareholders' funds
Minority interests

Total equity

Tota! equity and liabilities

{i)

Effect on the consolidated financial statements (continued)

FOHBAZYE(REE - BRFHARANRR/ (B
Effect of new policy increase/{decrease) in total assets, totai equity and liabilties)

2

Q&R

1353 Falit

REARG

BRI 40%

(Witaa)

FRUBEE  BAQH  HK(SQ)

2004  ERFEM  EBF1E Interpretation
(BEgE)  (Hidge) (Mg 218 2004
las previously ~ HKFRS2  HKAS1  HKAS40 it (%)
eported)  (note dch)  (note digl  fnote did)  Sub-folal  (restated)
7,403,887 - - (9,069 (9,069  7,394.818
19,884 - - - - 19,884
7,423,711 - - (9,069 (0,069 7414702
95,448,104 - - - - 95448104

Effect on the Bank’s balance sheet

With effect from st January, 2005, in order to comply with HKFRS
2, the Group recognises the fair value of share options granted to
employee as staff expense in the profit and loss account between
the grant date and the vesting date. A corresponding credit is
recognised in the share premium in equity.

The changes have been applied retrospectively, resulting in prior
year adjustiments with the opening balance of unappropriated
profits as at 1st January, 2005 decreasing by HK$4,932,000 and
share premium increasing by same amount. [n addition, the fair
value of trading financial derivatives amounting of HK$18,741,000
and HKS$8,628,000 were reclassified as "Trading assets” and
“Trading Liabilities” from “Advances to customers and other
accounts less impairment allowances” and “Other accounts and
provisions” respectively.
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4. EHERBE (&) 4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)
ib) BEHBEHRENLERNEHE {b) Estimated effect of changes in accounting policies on the current

& year

ERRAEGEHERT  WUTFH The following tables provide estimates of the extent to which each of

FRENENEHEREXFD the line items in the consolidated profit and loss account and balance

HHHESEZE-_2RhnE+Z sheet and the Bank's balance sheet and other significant related

AZ+-EBLEENEEER disclosure items for the year ended 31st December, 2005 is higher or

B RoBEAMRRERTE lower than it would have been had the previous policies still been

ERERTES—F L EEME applied in the year, where it is practicable to make such estimates.

AEBREHE HEENEE LD

HEEEE -

() HRaMBEEzES {i) Effect on the consolidated financial statements
BE-_S2HEF+-A=t Estimated effect on the consolidated profit and loss account for
—BUHFEZESBEEN the year ended 31st December, 2005:

HErEe

BOHRE BB (FRARMN/ (H1))
Effect of new policy (ncrease/{decrease) in prefit for the year)
T BES
BREUYR
FRadan
A EEL] F40%
FRRE Wy
FRUBELS BRUMBHS FREMEN K HK (8IC)
BRFE  EYEE 18 (B4 Intarpretation
(Mgac)  (Wman (W) HKAS 213

-

HKFRS 2 HKFRS 3 HKAS 1 32836 HKAS 40 &4
{notz 4ic)) {note 4{f) (note 4{g)) {note 4ig)} (rote 4{d)) Total
HEYA interest incame - - - (220,950) - (229,950)
Hagt interest expenses - - - 110,181 - 110,181
BHEgA Net interest incowme - - - [H1D,769) - (19769
REERRER Net interest income on
HATRES financial instruments
ARHEAZ held for trading and
SHIRZ measured at fair value
AHSMA through proft or loss - - - 135,876 - 135,876
BAHAGA Total net intersst income - - - 16,107 - 16,107
EBERIBA Other operating income - - - 96,732 - 96,722
BREA Operating income - - - 112,830 - 112,339
Brad Operating expenses (6,588) 45,19 - - - 38,608
NERBEER? Operating profit before
HEERHE impairment allowances
RaH on impaireg loans and
advances (6588 4519 - 11283 - 151447
BEEZZAA (mpairment iosses and
REREGER allowances release for
impaired loans and
advances - - - 24,162 - 24,162

BEUH Operating profi (6,583) 45,19 - 137,001 - 175,608




4, GHARDE (N
(b) BHBRBENEFRNEHE

4, CHANGES IN ACCOUNTING POLICIES (CONTINUED)
{b) Estimated effect of changes in accounting policies on the current

2 year fcontinued)
() HEAMBHELKE (A1) (i) Effect on the consolidated financial statements (continued)
FRHBH2 VY (SRENSR/ (BD)
Effact of new policy (increasef{decrease) in profit for the year)
By Bl
BRELHR
FRasay
FREHTEY B4R
38R (Bitad)
ERUMES TRWMBEE ER&MEM $308 HK [5IC)
BHFR  RMEM 18 (W4  Interpretation
(Haae) (R (W) HKAS 23
HKFRS 2 HKFRS 3 HKAS 1 32830 HKAS 40 &t
{note 4{c)} note 4} (pote &g (note diell  {note 4(d) Total
BiERANER Gains on revaluation of
HERKET investment properties,
RERBR disposal of tangible
Pa7 N fixed assets and
associated company - - - - 12,197 12,797
HERAERE Profits an disposal of
ARTEHE held-to-maturity and
SHAEZEH availabla-for-sale
financial assets - - - - - -
EAENEALE Impaiment aliowances
BEHELRER release for
held-to-maturity
financial assets - - - - - -
ERERNEN/ Puofitdloss) on orginary
(F&) acthities {6,588) 45,196 - 137,001 12,797 188,406
BEBELFL Share of net profits
BN in associated
companies - - (2,587} - - {2,597)
REnEH/ (F8) Profit/floss) before taxation (6,588) 45,196 {2,597} 137,001 12,197 185,809
BR Taxation - - 2,587 (24,538) (2,238 {24,180}
RE&EHN/ (BR) Profit/floss) after taxation (6,589) 45,196 - 112,463 10,558 161,629
TARZEH/ (BR) : Profits/{losses) atirbutable fo:
ERTRR Shareholders of the Bank {6,588) 45,196 - 112,463 10,559 161,629
SEERER Minority interests - - - - - -
RE&EN/ (BR) Profitfloss) after taxation {6,588) 45,196 - 112,463 10,558 161,620
BREH Earnings per share
EXRAA Basic and diuted {0.02 0.15 - 0.38 0.04 0.55
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4. EHURBE Q)
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4. CHANGES IN ACCOUNTING POLICIES {CONTINUED)
{b) Estimated effect of changes in accounting policies on
the current year (continued)

{ii Effect on the consolidated financial statements
{continued)
Estimated effect on the consolidated balance sheet at
31st December, 2005;
FEHBRIEE (AL QRFEARAGEAN/(AD)
Effect of new poficy (increasa/{decrease) in total assets, total equity and liabilities)
EAQHEN
REENRE
iy BES]
FROHEN F40%
F29R  (ME4)
ERUBERE FAMBAS FRQHAH FNE  HKESIO)
2HEM R 218 (Bi4e) Interpretation
(firaic) (BB (W) HKAS NE
HKFRS 2  HKFRS3 HKAS 1 32839 HKAS4O sit
(note 4fch (ote 4]  [ote dig)  (oteded  {note 4id) Total
Assets
Cash and short-term
funds - - - - - -
Placements with bariks
and other financial
institutions maturing
between one and
twelve months - - - - - -
Trade bills less
impaiment allowances - - - - - -
Certificates of deposit
held - - - - - -
Trading assets - - - 818431 - 816,431
Financial assets
ameaswred at fair value
through profit or loss - - - 5924424 - 5,824,424
Advances o customers
and ofher accounts
less impairment
allowances - - - 345,360 - 345,360
Held-to-maturity and
available-for-sale
financial assets - - - {4833,845) - (4,833,845
Non-trading securities - - - {175,115 - {i,1715,115)
Invesiments in
associaled companies - - - - - -
Tangible fixed assets
- Investment properties - - - - - -
- {ther properties, plants
and equipment - - - - -
Goodwil - 45,196 - - 45,196
Current tax recovarable - - - - - -
Defemed tax assets - - - - - -
Total assets - 45,196 - 1,077,255 - 1,122,451




4. BHBRBE (K 4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)
(b) BHBRBEHEFERGEHE {b) Estimated effect of changes in accounting policies on the current
Q (&) ’ year (continued)
() BEAMERR2EE (&) (i Effect on the consalidated financial statements {continued)

FeiHg Ee(adE BREHERARKE/ (BS)

Effect of new poficy (ncreasef{decrease] in total assets, total equity and iabilities)
ERASEN
ERE2RE
(33 HELl
Eaaay Fa0%
FuRk  (Miygd)
FAUBRY FANEHS FAEHEH £39% HK (SIC)
AHENE  ENEM E18%  (WiEde)  Interpretation
(Biae)  (Ha) (W) HKAS 2138

HKFRS 2 HKFRS 3 HKAS ¢ 2439 HKAS 40 ait
(rote 4(ch (ote 4 {rotedigh  (tedlel  (note 4(d) Total
RERERAM Equity and liabilities
BTRERER Deposits and balances
EHBRZER of banks and ofher
financiat institutions - - - - - -
REZGR Deposits from customers - - - - - -
EgzERE Certificates of depesit
issued - - - 45,109 - (45,102
BRAgnR Trading liabilities - - - 857,334 - 857,34
AREBHT Current tax payable - - - 2,408 - 2,408
RREGER Ceterred tax iabilties - - - 54,952 11,308 66,260
ROEEHRER Other accounts and
provisions - - - 13,501 - 13,501
REEX Loan capital - - - - - -
Baf Toial liabilities - - - 183,003 11,308 794,401
Bx Share capital - - - - - -
B Reserves
-RAHRER - Share premium 11,520 - - - - 11,520
—BAHE - Capital resanve - - - - - -
—— Rt - Gengral reserve - - - - - -
—&iiER - Bank premises
BE revaluation reserv - - - - - -
—RANFER - Invesiment propeties
B revaluation reserve - - - - (25,480) (25,480)
—REEHER - Investment
revaluation resenve - - - (506} - {506}
—BAREEH - Capltal redemgtion
raserve - - - - - -
—-BREG - Unappropriated
profits (11,5200 45,196 - 294,668 14,172 342,516
1] Resarves - 45,196 - 294,162 {41,308) 328,050
REES Shareholders' funds - 45,196 - 204,162 {11,308) 328,050
PHBRES Minority interests - - - - - -
RREnE Total equity - 45,198 - 294,162 {11,308) 328,050

DEFEERANR Tota equity and fiabilties - 45,196 - 1077285 - 1,122450
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4. CHANGES IN ACCOUNTING POQLICIES (CONTINUED)
{b} Estimated effect of changes in accounting policies on the current

year {continued)

{iy Effect on the consolidated financial statements (continued)
Estimated effect on net income recognised directly in consolidated

—BUHFEREARAER equity for the year ended 31st December, 2005:
HERROFBAZAFE
.
MBHRELREE
(SR HERS M (HD))
Effect of new policy
(increase/({decrease) in total squity)
EREGER FEETER
F395% F40%
(Fi 5 4(e)) (B sE4(d))

HKAS 39 HKAS 40 &
| (note {4e)} {note 4(d)) Total
|
i AR TARRT Attributable to shareholders
| L of the Bank {5,637 (12,797) (18,434)
! LB RES Minority interests - - -

BREERAE Total equity (5,637) (12,797) (18,434)

BE-_SRAFT+ZA=+
—HUtFEEARZRAEA
BAETREZRZGEE
ZEs|:

AR TERTT
A3
LHBRES

RRES AR
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Estimated effect on amounts recognised as capital transactions
with owners of the Group for the year ended 31st December,

2005:

Attributable to shareholders
of the Bank
Minority interests

Total equity

NEHBEZHE
(mpEESEN/ ()
Effect of new policy

{increase/(decrease} in total equity)

BERMBERS
RERIF 25
(B e a(c)) &5t
HKFRS 2
(note 4(c)) Total
6,588 6,588
6,588 6,588




4 WHBRBE (H)

4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) BEBRDEHEERNBHE {b) Estimated effect of changes in accounting policies on the current
g8 year {continued)
iy HERTEEAMRZEE (il FEffect on the Bank’s balance sheet
“B®af+-R=+—8 Estimated effect on the balance sheet at 31st December, 2005:
HEEZEEARRNES
72
FeHAREZVE(MAE - AREHARAREN/HY)
Effect of new policy fincrease/{decrease) in total assets, total equity and liabiities)
e
EHER
E0EE
iy ¥y
BEN  EMFR
& & ERRE (Rt
A8RE  HERE  FAed $308  HKSIO)
BUSE  RMZsk RUEE (KHe)  Interpretation
(b (R (Mitag) HKAS A%
HKFRS 2 HKFRS 3 HKAS 1 2E39 HKAS 40 &3
(note 4{ch ote &) (roted(g)  (notedfe)  {note 4{d) Total
RE Assets
ReREHAs Gash and short-term
funds - - - - - -
THERBARER Placements with banks
ESRARKE and ather financial
(—Et-BARHE) institutions méiuring
between ane and
twelve months - - - - - -
BRZRcHbHAERE Trade bills less
impairment allowances - - - - - -
Faa Certificates of deposit
held - - - - - -
ERERRE Tradfing assets - - - 842,817 - 842,81
HETRERAREEA Financial assets
JERBE measured at fair value
through profit or loss - - - 5924424 - 5,824,424
ERPZERRIMER Advances to customers
DHAREARE ang ofher accounts tess
impaiment allowances - - - 255,793 - 255,793
BEEHSARAE Held-fo-maturity and
AEDHAZ available-for-sale
financial assets - - - {4,859,466) - [4,859,486)
HifrERAR A Non-lrading securities - - - s - {75115
BERARE Investments in associated
companies - - - - - -
FREZAR Tangitle fixed assets
-BENz - Investment properties - - - - - -
-RBDE BRERB - Other progerties, planis
and equipment - - - - - -
il Goadwil - 45,195 - - - 45,196
ERRERE Defered tax 2ssels - - - - - -
BEE Total assets - 45,196 - 988,513 - 1,033,709
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BRES
YRRRES

REgnag
BRREERER

4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)

year (continued)
(i) Effect on the Bank’s balance sheet (continued)

FOHBRZFO(ARE - BRTHLRAMAN/ (BD)

{b) Estimated effect of changes in accounting policies on the current

Eftecs of new policy {increase/{decrease) in total assets, total equity and abilties)

iFd E
BA2R
F08R
& ERei
LHE I T
B2 & £3BR (Wi
BBAL  MBEE  &Bed Fao8 HK (5IC)
REER  RHEIE  BRMEE  (WH4e)  Interpretation
(Hitae)  (Had) (W) HKAS 214
HKFRS?  HKFRS3 HKAS 1 32839 HKAS 40 CHI
(note 4{c)) otz 4t} (note 4(g)  fote 4l (note 4(d) Total
Equity and liabilities
Deposits and balances of
banks and other
financial institutions - - - - - -
Deposits from customers - - - - - -
Certificates of deposi
issuad - - - {145,102 - {145,102
Trading fiabilities - - - 861,120 - 861,120
Gurent tax payable - - - 2,188 - 2,183
Daferred tax liabilities - - - 41,911 910 42,821
(ther acoounts and
provisions - - - 13,504 - 13,501
Loan capital - - - - - -
Total liabiities - - - m,613 810 503
Share capital - - - - - -
Reserves
- Share premium 11,520 - - - - 11,520
- Capita! reserve - - - - - -
- General reserve - - - - - -
- Bank premises
revauation reserve - - - - - -
- Investment properties
revaluation reserve - - - - (5,200) {5,2000
- Investment
revaluation resenve - - - {506) - {506}
- Capiial redemption
reserve - - - - - -
- Unappropriated
profits {11,520) 45,196 - 215,406 4,290 253,312
Reserves - 45,196 - 214,500 (a10) 259,185
Shargholders’ funds - 45,196 - 214,900 [910) 259,186
Mingrity interests - - - - - -
Total equity - 45,196 - 214,900 (910} 259,186
Tota! equity and Habiities - 45,19 - 988,513 - 1,033,709

S - ]



4. ENDHEPE (W)
(b) FHBEDEHEERNEHE

4. CHANGES IN ACCOUNTING POLICIES {CONTINUED)
(b) Estimated effect of changes in accounting policies on the current

HE_STFRE+-RA=T

&) year {continued)
(i HERTEEARETZEE (i} Effect on the Bank's balance sheet (continued)
(41
BE-S2RF+-HA=+ Estimated effect on net income recognised directly in the Bank's
—BUEFEREREBITRER equity for the year ended 31st December, 2005:
HEERZNBRARTE
i
FRnBR2ER
(BRRESHIMN/(HD))
Effect of new policy
(increase/{decrease} in total equity)
ERAH EHEst
LR E3H  ERIF0R
(Biszace))  (PHiZ4(ay
HKAS 39 HKAS 40 &5
(note 4(e)) (note 4(d)) Total
AR TFEHT Aftributable to shareholders
G E of the Bank {5,637) {5,200) {10,837)

Estimated effect on amounts recognised as capital transactions

—AIEFEAEREFRT with owners of the Bank for the year ended 31st December, 2005;
BEARTREZ S 2 et
PR
HeHBEZITE
(BEEERE (BL))
Effect of new policy
(increase/(decrease) in total equity)
EEMB
&R F 28
(B i 4(c))
HKFRS 2 R
{note 4(c)) Total
TS REFERT Attributable to shareholders
B of the Bank 6,588 6,588
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4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)
fc} Employee share option scheme (HKFRS 2, “Share-based

BEIB2BLIRG R

RBEFE  HELHEREE
TITRARERENBAZRST
Rin 2 REER B - miER
MEBITHRAE - 2RIBEER
ARERBRFABREAZERR
BRRBRETEREREHE -

H-FERFE—R—A#L KB
EEUBREENER £
MARBEERBTRELENAS
MigaRiEy DTEERBREE
AFRAERESY - MERRE
HENZBRARATEHERDS
e

ERABEITEARE - AW
TIEEHEEARERR KR FR
A o QBB SR AT R AT B
MR REENEEBAER
BT

LEFEGTEREENREA B
FEEREEMEESERNE
REATZRCBERIUREY
RETIRREIR R MER R
STREEN  LBRBFERRE
AMBRSENE_R2ERE
3 -

iy MER-_BB=-f+—A+
BRZAiicBTFEE 2B
g R

(iy FER_BRE_F+—HF+
HtERTEEYR -2
RAE—R—BHICEHEH
FITEZBAE -

GERELH - HEEZ-%F1
F+-RZ+-BILEEEAZ
FERERZREESRNZRA
AR b 4(a) R a(b) - BIRRHE
“RERF—A—BEETHM
KREMZBRIE Al TEH
“R¥EPMNF-A—BMEY&ES
fEE R o

EREEZRIEHINEERN
BisEd2 e

payment”)

In prior years, no amounts were recognised when certain executives
were granted share options over shares in the Bank. If the employees
chose to exercise the options, the nominal amount of share capital
and share premium were credited only to the extent of the option's
exercise price receivable.

With effect from 1st January, 2005, in order to comply with HKFRS 2,
the Group recognises the fair value of such share options as staff
expense in the profit and loss account between the grant date and
vesting date. A corresponding increase is recognised in share premium
in equity.

If an employee chooses {o exercise options, the exercise price is
transferred to share capital and share premium. If the options lapse
unexercised, the relaled share premium is transferred directly to
unappropriated profits.

The new accounting policy has been applied retrospectively with
comparatives restated in accordance with HKFRS 2, except that the
Group has taken advantage of the transitional provisions set out in
paragraph 53 of HKFRS 2 under which the new recognition and
measurement policies have not been applied to the following grants of
options:

(i all options grantied to employees on or before 7th November,
2002; and

(i) all options granted to employees after 7th November, 2002 but
which had vested before 1st January, 2005.

The amount of prior year adjustments and the effect on the resuits for
the year ended 31st December, 2005, and the share premium in equity
as of that date, are set out in notes 4{a) and 4(b). No adjustments to
the opening balances as at 1st January, 2004 are required as no
options existed at that time which were unvested at 1st January, 2005.

Details of the employee share option scheme can be found in note 42.

100

\ I



4.

B EEEE (W)

(d) REWE (FEFEBRFH08
(REWEIREEGHBRIERE
BNRTHIR - UERETE
HHEES)
BAREEMEZATHRRRER
F:

0 RESEAEZLTEESR
BB
REBTFEE  ZRBBEAEYD
EZRFRERPEERR
BYREGHGBRER  BE
MAuREEEAME  HET
EREHZEAZER &
EMERBRBAERZE
RTEOR  sk@RNEED
REHE  HELATREL
LHUERERAER -

Mo RBEFE - F%HE
FAEAEEARARZIR
(BEATE L) DRES
BRER17[D%  BER
REIHEMN - B
LTEENE iR FE
B R B ERSHART
MEEGERARARER
§e

H_FERhE-A—RiE-
FEEHEFLTFAEES
FREEZ ERIRBERBRR
HEMRAME - Wi - L
BARKARBRERAMEE
ERHELAREDRD
FHEREDRE  HEHX
HEARBEZ LB RIER
RIEEME] -

4. CHANGES IN ACCOUNTING POLICIES {CONTINUED)

(d) Investment properties {HKAS 40, “Investment property”, and
HK(SIC} Interpretation 21, “Income taxes - Recovery of revalued
non-depreciable assets”)

Change in accounting policies relating to investment properties are as
follows.

(i) Timing of recognition of movements in fair value in the profit and
loss account
In prior years, movements in the fair value of the Group's investment
properties were recognised directly in the investment properties
revaluation reserve except when, on a portfolio basis, the reserve
was insufficient to cover a deficit on the portfolio, or when a
deficit previously recognised in the profit and loss account had
reversed, or when an individual investment property was disposed
of. In these limited circumstances, movements in the fair value
were recognised in the profit and less account,

In addition, in prior years fand {including leasehold land) which the
Group held for an undetermined future purpose was accountad
for under the valuation model in SSAP 17 “Property, plant and
equipment®, whereby the land was carried at fair valua, with any
movements in the fair value of the land being normally taken to
the bank premises revaluation reserve, net of deferred tax thergon.

As from 1st January, 2005, the Group recognises any gain or 10ss
ansing from change in fair value in the profit and loss account. In
addition, land held for an undetermined future purpose is
recognised as “investment property” if the property is freehold or,
if the property is leasehold, the Group has chosen to recognise
such land as investment property rather than as land held under
an operating lease.
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4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)
{d} Investment properties (HKAS 40, “Investment property”, and
HK(SIC} interpretation 21, “Income taxes - Recovery of revalued
non-depreciable assets”) (continued)

(ii}

i)

Measurement of deferred tax on movements in fair vafue

In prior years, the Group was required to apply the tax rate that
would be applicable to the sale of investment properties to
determine whether any amounts of deferred tax should be
recognised on the revaluation of investment properties. As there
would have been no tax payable on the disposal of the Group's
investment properties, no deferred tax was provided in prior years.

As from 1st January, 2005, in accordance with HK{SIC)
Interpretation 21, the Group recognises deferred tax on movements
in the value of an investment property using tax rates that are
applicable to the property's use. If the Group has no intention to
sell it and the property would have been depreciabie had the
Group not adopted the fair value model.

Description of transitional provisions and effect of adjustments

The amount of prior year adjustments and the effect on the resuits
for the year ended 31st December, 2005, and the reserves as of
that date, are set out in notes 4{a) and 4(b).

(e} Financial instruments (HKAS 32, “Financial instruments:
Disclosure and presentation” and HKAS 38, “Financial
instruments: Recognition and measurement”)

{0

In prior years, the accounting policies for certain financial
instruments were as follows:

- Dated debt securities that the Group had the ability and
intention to hold to maturity were classified as held-to-maturity
securities. Held-to-maturity securities were stated in the
balance sheet at amortised cost less any provisions for
diminution in value. The carrying amounts of held-to-maturity
securities were raviewed as at each balance sheet date in
order to assess the credit risk and whether the carrying
amounts were expected to be recovered. Provisions were
made when carrying amounts were not expected to be
recovered and were recognised as an expense in the profit
and loss account.
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4. CHANGES IN ACCOUNTING POLICIES (CONTINUED}
{e) Financial instruments (HKAS 32, “Financial instruments:
Disclosure and presentation” and HKAS 39, “Financial
instruments: Recognition and measurement”) (continued)

Trading securities were stated in the balance sheet at fair
value. Changes in fair value were recognised in the profit and
loss account as they arose.

Non-trading securities were stated in the balance sheet at fair
value. Changes in the fair value were recognised in the
investment revatuation reserve until the security was sold,
collected, or otherwise disposed of, or until there was objective
gvidence that the security was impaired, at which time the
relevant cumulative gain or toss was transferred from the
investment revaluation reserve to the profit and loss account.

Derivatives carried in dealing portfolios were marked-to-market,
and gains and losses were included in dealing profits or losses.

Derivatives used in balance sheet management to hedge open
positions for specific assets or liabilities, were accounted for
on an accrual basis, consistent with the underlying assets
and liabilities held in these portfolios.

Certificates of deposit issued were stated at cost.

Provisions for bad and doubtful debts included general
provision which reflected the inherent risk of losses based on
the past experience and judgments about current conditions;
and specific provisions reflected the expected loss for non-
paerforming loans following guidelines established by the
Directors.

Loan fee income and expense were recognised on an accrual
basis using the relative contract or coupon interest rates. The
interest accrued on non-performing loans was not taken as
income but credited to a suspense account, which was netted
in the balance sheet against the appropriate balance sheet
headings.
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4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)
{e) Financial instruments (HKAS 32, “Financial instruments:
Disclosure and presentation® and HKAS 39, “Financial
instruments: Recognition and measurement”} (continued)

{ii)

From 1st January, 2005, the Group has adopted HKAS 32 and
HKAS 39. Details of new accounting policies in respect of
classification of financial instruments, initial and subsequent
recognition and measurement, fair value measurement principles,
hedging, impairment testing and recognition of allowance and
revenue recognition are set out in note 2 to the accounts.

Description of transitional provisions and effect of adjustments

The change in accounting pelicies of the above items were adopted
by way of opening balance adjustments to certain reserves and
redesignation of financial instruments as at 1st January, 2005, As
a result of these opening balance adjustments, the unappropriated
profits and investment revaluation reserve of the Group as at 1st
January, 2005 has been increased by HK$182,205,000 and
HK$5,131,000 respectively. Comparative amounts have not been
restated as this is prohibited by the transitional arrangements in
HKAS 39.

{f) Amortisation of positive and negative goodwill (HKFRS 3,
“Business combinations”™ and HKAS 36, “Impairment of assets”}

In prior years, positive goodwill was amortised to the profit and loss
account on a straight-line basis over not more than 20 years. In respect
of controlled subsidiaries, positive goodwill was stated in the
consolidated balance sheet at cost less any accumulated amortisation
and any impairment fosses. In respect of acquisition of associated
companies, the cost of positive goodwill less any accumulated
amortisation and any impairment losses was included in the carrying
amount of the investments in associated companies.




4,

B RREE (W
() EHERABIZHY (FEH

BESRAUEINRESHIB
EREEHRABIHBER
a/) &)
H-ERRE-A—HE - EHK
BEEVBREEAEIRRER
AEERIEGE FRMTHE
BrEBY  CHABABEFER
- AEEVERZENEERE
HFHRETRAERER - B8
BEBEZREEEBUNED
EHRBHTUREENERRE
BELZBE-

TH_BPRRF-A-AERE
REEMBHSEYIEIR m
EEBAHTBAREFHEAR
TEERBAHATRE (BNERIL
GHABHEBANER) - B
HEBEREER DR ERBRE

2 .

EREEBZHETHACRE
BEMBREERBEIRNEE
ZHERRRA - HZ_BTRF
+t-ZA=+—BHLEFEGAMB
REZEBZE—HZABBER
Bt i 4(b)

SREFEMEREEREIN
ZHRENTRHE ANERZAR
BzABRBM_22-5—R—
AREL2BR)RBRBER
HERHBERLERRBERT
HTERRBRAZERA -

BHABBREZZHHMEE
REFFE B-_FTTOFE+ -
A=t-BYEEABHRELE -

4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)
(f) Amortisation of positive and negative goodwill (HKFRS 3,

“Business combinations” and HKAS 36, “Impairment of asseis”)
(continued)

With effect from 1st January, 2005, in accordance with HKFRS 3 and
HKAS 36, the Group no longer amortises positive goodwill. Such
goodwill is tested annually for impairment, including in the year of its
initial recognition, as well as when there are indications of impairment.
Impairment losses are recognised when the carrying amount of the
cash generating unit to which the goodwill has been allocated exceeds
its recoverable amount.

Also with effect from 1st January, 2005 and in accordance with HKFRS
3, if the fair value of the net assets acquired in a business combination
exceeds the consideration paid (i.e. an amount arises which would
have been known as negative goodwill under the previous accounting
policy}, the excess is recognised immediately in the profit and loss
account as it arises.

The new policy in respect of positive goodwill has been applied
prospectively in accordance with the transitional arrangements under
HKFRS 3. The adjustments for each consoclidated financial statement
line affected for the year ended 31st December, 2005 are set out in
note 4{b).

Alsc in accordance with the transitional arrangements under HKFRS 3,
goodwill which had previously been taken directly to reserves (i.e.
goodwill which arose before 1st January, 2001) will not be recognised
in profit and toss account on disposal or impairment of the acquired
business or under any other circumstances.

The change in policy relating to negative goodwill had no effect on the
financial statements as there was no negative goodwill deferred as at
31st Decernber, 2004.
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4. GCHANGES IN ACCOUNTING POLICIES {CONTINUED}
{g) Changes in presentation

(i

Presentation of profit and loss account and balance sheet (HKAS
30, “Disclosures in financial statements of banks and similar
financial institutions”)

In prior years, there were no specific accounting standards
governing the presentation of the accounts of banks. Management,
having regard to the overall clarity and the disclosure requirements
of the Hong Kong Monetary Authority, exercised its judgement in
deciding on the relative prominence given to each item presented
on the face of the profit and loss account and balance sheet.

With effect from 1st January, 2005, in order to comply with HKAS
30 and take into account the measurement basis that has been
applied, the Group has changed its presentation of certain items
on the face of the profit and Joss account.

With effect from 1st January, 2005, in order to comply with HKAS
30 and to assist in an understanding of the performance in financial
instruments, the Group has reclassified and grouped the interest
income and interest expenses arising from financial instruments
for trading and measured at fair value through profit or loss from
“Interest income”, “Interest expense” and “Other operating income”
to "Net interest income on financial instruments held for trading
and measured at fair value through profit or loss”.
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R EF4(a) R4(b)

LHREERE (FEAHE
RIE 1R MBERER]IR
EEAtEUFE2IRGSE
BEMNMESER])

RBEFEHE  R&E¥BAZL
PRRREHESEAERM
RANEARSAZRRNE
ERGHE - KA EBRRE
EEN(FRTRR) - 28
BEERREMRAENE
ABEASRNZBRER -

M-_RERE—A-O#"
ERAEEGHFUE IR
RETEMEN - ZHEE
EHLIHBEFEZ2RAA -
EFHEHBERT - LBR
RESYARREES -
B YRARTREEE
BHOMAYIR - FHEHEHR
BiiE2(c) -

4. CHANGES IN ACCOUNTING POLICIES ({CONTINUED)
(g) Changes in presentation (continued)

(i)

(i}

Prasentation of shares of associated companies’ and jointly
controlled entities’ taxation {HKAS 1, “Presentation of financial
statements”)

tn prior years, the Group's share of taxation of associated
companies and jointly controlled entities accounted for using the
equity method was included as part of the Group's income tax in
the consolidated profit and loss account. With effect from 1st
January, 2005, in accordance with the implementation guidance
in HKAS 1, the Group has changed the presentation and includes
the share of taxation of associated companies and jointly controlled
entities accounted for using the equity method in the respective
shares of profit or loss reported in the consolidated profit and loss
account before arriving at the Group's profit or loss before tax.
These changes in presentation have been applied retrospectively
with comparatives restated as shown in notes 4(a) and 4(b).

Minority interests (HKAS 1, “Presentation of financial statements”
and HKAS 27, “‘Consolidated and separate financial statements”)

In prior years, minority interests at the balance sheet date were
presented in the consolidated balance sheet separately from
liabilities and as deduction from net assets. Minority interests in
the results of the Group for the year were also separately presented
in the profit and loss account as a deduction before arriving at the
profit atiributable to shareholders (the sharsholders of the Bank).

With effect from 1st January, 2005, in order to comply with HKAS
1 and HKAS 27, the Group has changed its accounting policy
relating to presentation of minority interests. Under the new policy,
minority interests are presented as part of equity, separately from
interests attributable to the shareholders of the Bank. Further details
of the new policy are set out in note 2(c).
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4 WHERRE Q)
(h) HEALZE& (EERH PR

B4R THSALHT])
BREREB AR E 245
(HEALHTE]  CEAME
2AMEALZEBRECEA
DEBHMEATEEAZAA
(NEEEHAR - BEARER
Bk /AHERREXR)EX
FENORRBREFFEAMRE
sREREMTR EENER
BEMNGD - BEREATZE
BYFAHEFERGHTTHER
FORMMEATERRERA
EFRERBHREATZIER
BEARS .

BRid
(a) HREA

EHERBITAERALE
SRBEIR
BRLHER

LR

EEMRA

H b FEHA

HtMeRACRERESRE
E2HB AR % 22,824,000
T BT RERE-SFRET T
ZR=+—BLEEZRIEE
4 2 T 245 H17#%10,465,000
T (HitE20) »

4. CHANGES IN ACCOUNTING POLICIES (CONTINUED)
(h) Definition of related parties (HKAS 24, “Related party

disclosures”}

As a result of the adoption of HKAS 24, “Related party disclosures”,
the definiticn of related parties as disclosed in note 2{q) has been
expanded to clarify that related parties include entities that are under
the significant influence of a related party that is an individual (i.e. key
management personnel, significant shareholders and/or their close
family members) and post-employment benefit plans which are for the
benefit of employees of the Group or of any entity that is a related
party of the Group. The clarification of the definition of related parties
has not resulted in any material changes to the previously reported
disclosures of related party transactions; nor has it had any material
effect on the disclosures made in the current period, as compared to
those that would have been reported had SSAP 20, “Related party
disclosures”, still been in effect.

5. OPERATING PROFIT
{a) Interest income

2005 2004
(&%)
(restated)

Placement with banks and other
financial institutions 909,644 525,890
Advances 10 customers 2,515,713 1,768,627
Listed investments 58,361 79,680
Unlisted investments 522 511 484,199
Other interest income 35,550 18,610
4,041,779 2,877,006

Other interest income includes the amount of interest income accrued
on impaired financial assets of MK$22,824,000, which includes interest
income on unwinding of impairment provision discount of
HKS10,465,000 (Note 20) for the year ended 31st December, 2005.




5. BRBH

{b)

(c)

flaxd

BRITRZFRHGBERBBZER

BPZ2HER
BERTZIERE

{8 B & &= (Mt 52 37(a))
HihF 8

HEARBBRELILFRAZEA
ABMAZERTIRZRHRY
A

BEERAZAE
HEREZAMN
RAaFEEEABRZEEA
ZERAE
RAOFREEABLEEA
ZEBAM
AEARERITEIAZ
KA
ANARERIT4IAL
F B Z

—EPNFEZBRTA - A
BRFAmIAFLEERE -

5. OPERATING PROFIT {CONTINUED)

{b) Interest expense

{c)

Deposits and balances of banks
and other financial institutions

Deposits from customers

Certificates of deposit issued

Loan capital {Note 37(a))

Other interest expenses

2005 2004
(E3R)

(restated)

686,375 18,465
2,051,916 858,989
60,216 41,438
134,148 134,514
- 29,283
2,312,655 1,082,689

Net interest income on financial instruments held for trading

and measured at fair value through profit or loss

Trading assets

Trading liabilities

Financial assets measured at
fair value through profit or loss

Financial liabilities measured at
fair value through profit or loss

Trading financial derivatives
interast income

Trading financial derivalives
interest expense

2005

138
(562)

234,309

{84,776)

55,869

(69,102)

2004

135,876

The comparative figures for 2004 have not been adjusted as the amount

was immaterial,
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5. Bl () 5. OPERATING PROFIT (CONTINUED)
(d} REBEREA (d} Other operating income
2005 2004
(B )
{restated)
BREREAE Fees and commissions i
BREe¢RBHE Credit commission and fees 120,456 941,751 ’
FRERARERER Credit card related fees 67,947 63,416
EHEZRER Trade related fees 80,605 87,889
RREEES Insurance commission 56,761 52,723 !
BRAEHEGR Stockbroking fees 58,147 70,623
HitRBREAS WA Other fees and commission income 173,087 155,035
BoBEBERA:YL Less: Fees and commission paid (36,041) {37.341)
520,962 484,096
AME B T Gains arising from dealing in forsign
currencies 113,480 114,288
Hitn g MEB WS Gains on other dealing activities 981 1,848
ENARERIAZERRR Net realised and unrealised profits
FERABHF on trading financia! instruments 33,038 4,847
RAFRESABRSEAZER Net realised and unrealised profits
TAZERREARTRBEN on financial instruments measured
at fair value through profit or loss 59,531 -
AEHEEITREZREKA Dividend income from unlisted
available-for-sale investments 6,071 4,124
tEE EmREZRLMA Dividend income from listed
available-for-sale investments 1,629 6,373 ‘
RHRRETREZROMEA Dividend income from listed trading ,
investments 149 - |
H ity Others 19,929 24,441 ‘
755,770 640,017 ‘
|
|




5. BEBH M 5. OPERATING PROFIT (CONTINUED)

(e) BRIW {e} Operating expenses
2005 2004
(E3#)
(restated)
EBRA Staff costs
FeRRMBEAMSE Salaries and other staff costs 579,729 563,934
RICEMRE (HiE42) Retirement benefit costs (Note 42) 36,267 35,203
200 A IR A (B i 37(a) Share option scheme cost
(Note 37(a)) 6,588 4,932
£ BEIR) AT RIAK A (P4 i 37(a) EIP cost (Note 37(a)) 3,372 2,248
625,956 606,317
THEREBEHERFHE Premises and equipment expenses,
excluding depreciation 105,179 102,841
w8 (Fftikes) Depreciation {Note 25) 75,407 108,058
EEMER Auditors’ remuneration
EERB Audit services 3,238 2,800
PBER Tax services 532 779
Hit AR % Other services 868 40
4,638 3,619
& 8 18 5 (i i 26) Amortisation of goodwill (Note 26) - 44,997
ma AR (M E26) Impairment losses on goodwill {Note 26) 1,170 -
Hit Others 163,439 167,207
975,789 1,033,039
6. (a3) BERENRRHMNELEER 6. {a) Gains on revaluation of investment properties and disposal of
ERBBLAFGZHH tangible fixed assets and associated company
HECORERREMEZAY The amount included an unrealised gain on revaluation of investment
I B E 12,797 000 (= F properties of HK$12,797,000 (2004 (restated): HK$68,849,000).
TOF (R : #%68,849,000
L) e
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6. (b) HRREZHHORTHHNSE

HEE2BH

HARAENHNACRAE
23 M

BERBEGERBE - EESE
(Bt &t 35)

HETHEE SREE
ZEH

7. BB

(a) BERABHRBRAZEEAS :

AHBR-FANGHAR

XEFHRA
REFRBHEBN

EBMEE -85
FEFEHA
EFEEBHABN

BEEHE
HEMHERELRAR

Bl HRERAR
—A—BzZEBsRE

112

6. (b) Profits on disposal of held-to-maturity and available-for-sale

financial assets

Profit on disposal of held-to-maturity
financial assets

Net revaluation losses transferred from
investment revaluation reserves
(note 35}

Losses on disposal of available-for-sale
financial assets

7. TAXATION

2005 2004
- 201
{7,424} -
(1,624) -
(9,048) 201

{a) Taxation in the consolidated profit and loss account represents:

Current {ax ~ Provision for Hong Kong
profits tax
Tax for the year
Overprovision in respect of prior year

Current tax - Overseas
Tax for the year
Overprovision in respect of prior year

Deferred taxation
Origination and reversal of temporary
difterences
Effect of decrease in tax rate on
deferred tax balances at 1 January

2005 2004
(B8®)

(restated)

239,151 194,659
(6,866) {9,703}
232,285 184,956
32,609 50,315
(6,779) (222)
25,830 50,093
7,423 14,984
{677) -
6,746 14,984
264,861 250,033




7. BE M

(a)

(b)

EeHARHNEAZHES -
(&)
BENEHERDNERZ T
AFTZHAZ+-RLEZFER
REBMBRITHEES 2+
HO(CFTOF 8ozttt
HA)GY - BHBRARAEN
ZAMEMEEMERRATH
REtH -

BEXURERABBEZ G
HEYHHG -

BR % A1 42 A1
EAMBRERNERENE
BRBATRENNEEREA

T AREAT ZHARE

FERBUBIHARE

AERNAERBRAZEAVE

FARFHLHBEHBHN
EfieRE

GFEFEEREN

7. TAXATION (CONTINUED)

{a} Taxation in the consolfidated profit and loss account represents:

{continued)

The provision for Hong Kong profits tax is calculated at 17.5% (2004:
17.5%) of the estimated assessable profits for the year ended 31st
December 2005, Overseas taxation is provided at the appropriate
current rates of taxation ruling in the countries in which the relevant

units of the Group operate.

(b} Reconciliation between tax expenses and accounting profit at

applicable tax rates:

2005 2004
(EH)
(restated)
Y% %

Profit before tax 1,615,806 100 1,418,314 100
Notional tax on profit

before tax, calculated

at the rates applicable

to profits in the

countries concerned 267,845 16.57 247 917 17.48
Tax effect of non-

deductible expenses 18,588 1.15 43,614 3.50
Tax effect of non-taxable

revenue (9,147) (0.57} (39,171) {2.76)
Tax effect of unused tax

losses not recognised 1,897 0.12 1,589 0.1
Effect on opening

deferred tax batances

resulting from a

decrease in tax rate

during the year (677} (0.04) - -
Overprovisicn in prior

years (13,645) {0.84) (9,9286) {0.70)

264,861 16.39 250,033 17.63
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7. BEMN 7. TAXATION (CONTINUED)
(c) TKERBF2ENBEA {c) Current tax recoverable and payable
BERBERAZ (FT4E) EH The components of current tax (recoverablg)/payable in the balance
FHBHEZERSGET - gheets are as follows:
KFRITR KFRT
The Group The Bank
2005 2004 2005 2004
(2#) (%)
(restated} {restated)
] My A B R Current tax recoverable
EREMEBHER Provision for Hong
Kong profits tax (1,211) (5,381) - -
BN BEER Provision for

overseas tax - - - -

(1,211) (5,381) - -

B &5 HR R T Current tax payable
BEENGHER Provision for Hong
Kong profits tax 67,760 24,423 53,641 16,472
BOHEER Provision for
overseas tax 35,038 38,958 4,109 3,734
102,798 63,381 57,750 20,206
FrElmREAEEHERSY All current tax recoverable and payable are expected to be settled
R—FEREHE - within 1 year.
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7. HIA(R) 7.
(d) CHREZBEHFTEZERRAR
FRNEEABRRABEZEE

TAXATION {CONTINUED)

{d) Deferred tax assets and liabilities recognised
The components of deferred tax (assets)/liabilities recognised in the
balance sheets and the movements during the year are as {ollows:

ATRTES
The Group

ERAE  BEEX

#3853 BEz  ZER
HES tRAE HEER
FERER Revalugion  Collective
Depreciaticn of impaiment
Ehh%
in excess of  Revaluation
refated of
depregiation

available-  allowances

for-sate  for impaired
foans and
advances

allowances

BEER B Bt
Tax losses Others Total

financial
praperties assets

R-SREE-A-AkH
-HEHS
-EERRNRZ

AL

-&%

ANEHER

-gAIR

-EFPRHZ
HEZR
ag

-EEREEREAD
BBRAR
B4 RaEA
Bh/(128)

BRR2R

R-SREFT-ACT-REH

At st January, 2005
- as previpusly reportad
- prior year acjustments in
respect of investment
properties

- as restated

Opening balance adjustments
in respect of:
- finangial instruments
- release of impairment
allowances on advances
to customers

- & restated, after opening
balance adjustments
Charged/icredited) to
consolidated profit and boss
account
Credited o resesves

At 315t December, 2005

BH(EE) /AR AmBHR
gmT -
2005
|

28,944 76,410 3747 {78,527} {2,640) - 27,004
- 9,069 - - - - 9,069
2894 85478 547 (T8SEn (2640) - 31008
- - 1,088 - - - 1,088

- - - M0k - - M

- - 1088 44,006 - - 51
B4 B5AS 4835 (4491)  (2,640) -
181 2,209 - 218 100 {137 6,146
- 29000 (2,389) - - - {5,289)
0,755 84818 2446 (IS8 (2540) {13n 83,564
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7. B 7. TAXATION {CONTINUED)
(d) EHBZBEHARERAEMN {d} Deferred tax assets and liabilitiss recognised (continued)
()
XEEH
The Bank
2005
| REER
| 2A5R giEnf ZER
| L #E2  AERA
| fE%aa SBEE  Colectie
! Depreciation Revaluation  impairment
| dlowances  EHWF ol avalsble-  allowances
inexcess of  Revaluation for-sale  for impaired
related of financial  loans and i &t
| depreciation  properties assels advances Others Total
R-S2RE-F-2EH A 15t January, 2005 24,032 73,021 3434 {60,303} - 40,184
nnagag: Opening balance
adjustments in
respect of:
-$HIE - financial instrumants - - 1,088 - - 1,088
-RFREY - releasa of impaimens
RE2E glowances on
m{ advances 10
customers - - - 25,611 - 25611
- - 1,088 25,611 - 26,699
-CEEERERN - as restated, after
b1 opening balance
adjustments 24,032 N 4522 {34,692 - 66,883
ABENHR/(RB) Chargediicredited) to profit
and loss account 1,504 910 - 3,218 (137) 5,485
BEARE Credited to reserves - {4527 (2,079) - - (6,608)
B-ER55+-A-1-Dik At st December, 2005 25,536 69,404 2,443 i31,474) {137) 65,172
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7. TAXATION (CONTINUED)

(d) EXBzBEREEERS R (d) Deferred tax assets and liabilities recognised (continued)
(&)
*FENE
The Group
2004
(84)
(restated)
BARE
hES Bk REE
hERHE BEER 48R
Depreciation BiEEH General
alowances  E{¥M%¥  Revaluation  provision
in excess of  Revaluation of  for bad and
related of nontradng  doubtil  BKER
depreciation  properties  securities debts  Tax lpsses

R-E2EEE-A-B
1

RaRaRA

B/ (B8

RBRAGRE /BE

R-BEMmE+-_A=t-BER

At 1st January, 2004

ait

Total

18,777 87 465 742 (74,698) 13,130} 31,156
Chargad/{cradited) tc
consolidated profit
and loss account 10,167 B,156 - (3,829) 490 14,984
(Creditedy/charged to
TESENVES - (10,142} 1,005 - - (9,137
At 315t Decamber, 2004 28,944 85,479 3,747 (78,527} {2,640 37,003
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7. BEMA
(d) ERB2BERARERAR
(4

R-_¥FEE-A-H
1.3

BEA-AHmER
REGABE
Eo T b

R-ZFEMF+-_A=T-HEH

RAERPRAERZ
FREHERE

RAEAGRARRL
AREBERE
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7. TAXATION (CONTINUED)
{d) Deferred tax assets and liabilities recognised (continued)

XFRT
The Bank
2004
(&)
(restated)
BAEN
ey Bigk REE
nELHE REER  —REH
Depreciation RédE%H  Genera

alowances Efa¥% Revaluation  provision
in excess of Revaluation of non- for bad and

related of  trading  doubtful A
depreciation  properties  securities debts Totat
At 1st January, 2004
19,571 52,083 1,390 (39,787 33,757
Addition through merger with
CFB 838 20,356 - (20,683} n
Charged 1o profit and loss
aceount 3,623 - - 367 3,990
Charged to reserves - 582 1,544 - 2,126
At 31st December, 2004 24,032 73,021 3434 (60,308) 40,184
KFRTEM &7 RIT
The Group The Bank
2005 2004 2005 2004
(B %)
(restated)
Net deferred tax assets
recognised on the
balance sheet (7,986) (27,950) (3,479) {9,324)
Net deferred tax liabilities
recognised on the
balance shaet 91,570 64,953 69,251 49,508

83,584 37,003 65,772 40,184




8.

FRTRERAZEY
FRITBAEESZHMPAEEN
1,124, 275000 (Z ST WNF (&
$8) : &% 0968,472,0007) RETTZ
BERALE -

Ba
(a) TERRE

#%294,000,500f% (—E2MEF :
2939105000 5 H - BEEf
REHzTHBRSEREE LA
(Z2TMF : EERAZW

EREFzFERE

294,020,500 (—2TWEF :
203,910.5008) 7 H - EEE
BEftREH0REE,
FHARERAY —TAA

(ZFPOF: BN —RTOAZW

EREAMRAEEHRER K
BRe  YARBERMAKRARE
BEAMH-

(b) REARERRPZZFHAR
¥

#£293,950, 500 (Z F R M :
203,910,50080) &+ 8 - BEHF
Bt RIRTE 2 KEARE
BAEY - A=
(Z22@mF: BE-—TT/W)

8. PROFIT ATTRIBUTABLE TO THE SHAREHOLDERS

The profit attributable to the shareholders includes an amount of
HK$1,124,275,000 (2004 (restated): HK$968,472,000) which has been dealt
with in the accounts of the Bank.

9. DIVIDENDS

(a) Dividends attributable to the year

2005 2004
Interim dividend declared and
paid of HK$0.70 {2004: HK$0.53)
per share on 294,000,500
{2004: 293,910,500) shares 205,800 155,773
Underprovision of final dividend in
respect of the previous year 87 140
Final dividend proposed after the
balance sheet date of HK$1.60
(2004: HK$1.43) per share on
294,020,500 (2004: 293,910,500)
shares 470,433 420,292
676,290 576,205

The final dividend proposed after the balance sheet date has not been
recognised as a liability at the balance sheet date.

(b) Dividends atiributable to the previous year, approved and paid
during the year

2005 2004

Final dividend in respect of the
pravious year, approved and paid
during the year, of HK$1.43
(2004: HK$1.08) per share on
293,950,500 (2004: 293,910,500)
shares 420,349 317,423
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10. MENS 10. DIRECTORS’ EMOLUMENTS
HRER(RERINMBHERL Directors’ emoluments disclosed pursuant to section 161 of the Hong Kong
HEMERIMLT - Companies Ordinance are as follows:
2005
Bek
-8:] BHE HR R
Salaries and #a bz 18 i
£ 3.5 other Pension Performance  Share-based ait
Directors' fee  emoluments  contributions bonuses payment Totat

RiTHE Executive directors
EER Patrick Y B Fung 229 5,200 600 4,026 1,908 11,963
I7% Frank J Wang 115 2460 - 2,666 1,356 6,597
314 Michael ¥ § Fung 115 2,704 312 2,013 1,234 6,378
(S Louis C W Ho 115 1,609 186 M 798 3,219
FuiEE Non-executive directors
Alan R Griffith Alan R Griffith 100 - - - - 100
HE Moysius H Y Tse 100 89 - - - 189
RS Ambrose H C Lau 100 - - - - 100
)3 Andrew M Gordon 100 50 - - - 150
R Cheng Hon Kwan 100 50 - - - 150
Kenneth A Lopian Kenneth A Lapian 100 - - - - 100
ZER Simon K Y Lee 100 50 - - - 150
j§:4:1 Tung Chee Chen 100 - - - - 100
ait Total 1,374 12,212 1,088 9,276 5,206 29,256
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HiTE%
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Alan R Griffith
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AEe

323

BEH
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Kenneth A Lopian
FRE
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L ABRGEG DRIBRT 2 BRUE
ARRER RN HER I RRER
BN FRRIIRESERSERR
(R E S R (BAERMHEIA -

10. DIRECTORS’ EMOLUMENTS (CONTINUED)

2004
(%)
(restated)
figh
Lighg kg D%
Salaries and 3k it f#f
ELfg other Pension Performance  Share-based At
Directors’ fee  emoluments  contributions benuses payment Total
Executive directors
Petrick Y B Fung 241 5,200 600 7,106 1,222 14,369
Frank J Wang 123 2,059 - 4,566 864 1612
Michael Y S Fung 123 2,582 292 3,553 783 7,293
Louis C W Ho 123 1,608 186 705 491 314
Non-executive direclors
Atan R Griffith 100 - - - - 100
Aoysius H Y Tse 100 50 - - - 150
Ambrose H C Lau 100 - - - - 100
Andrew M Gordon 100 50 - - - 150
Cheng Hon Kwan 100 50 - - - 150
Ho Soo Ching 100 50 - - - 150
Kenneth: A Lopian 100 - - - - 100
Simon K Y Lee 166 50 - - - 216
Tung Chee Chen 166 - - - - 166
Total 1,642 11,660 1,078 15,930 3,360 33,670

The above share-based payments were fair value of share options and
awards granted under the Bank’s Share Option Scheme and EIP. The details
of these benefits in kind are disclosed under “Share Option Scheme” and
“Employee Incentive Plan” in the Report of the Directors.
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1. TRARN2
BERFRUEARERM(Z2F
mE:ZMHEF -  MECHRKE
fRtm - B F - (—FREEF:
RE)MERFIMT -

FERHAEMHE
RAEHER
et

DY g AT

TRARMEARTHERER

7 % 2,500,0017L — 7 % 3,000,0007T
# % 3,500,001 7T — 7 ™ 4,000,0007C
£ % 4,000,0017T — 7 % 4,500,0007T

12. BREH
BRAFAFNREZFRARRFL
HAER 348,718,000 (R EBM@
£ (E]) : #%1,166,689.0007T) B
REZHEFPEZETROZNETESR
293,970,062 (ZF B A F :
293,897, 1121R) TRBHH -

122

11. EXECUTIVES’ EMOLUMENTS

The five highest paid individuals included four (2004: three) directors, details
of whose emoluments are set out in Note 10 abave. The emoluments of
the remaining one individual (2004: two) are as follows:

Salaries and other emoluments
Pension contributions
Performance bonuses
Share-based payment

The emoluments of the executive are within the following band:

HK$ 2,500,001 - HK$ 3,000,000
HK$ 3,500,001 - HK$ 4,000,000
HK$ 4,000,001 - HK$ 4,500,000

12. EARNINGS PER SHARE

The calculation of basic earnings per share is based on profit attributable
to the shareholders of HK$1,348,718,000 (2004 (restated):
HK$1,166,689,000) and on the weighted average number of 293,970,062
(2004: 293,897,112} ordinary shares in issue during the year.

2005 2004
1,922 2,868
220 338
1,200 3,660
554 556
3,896 7,422

2005 2004
THABA# TBRAEBAE
Number of Number of
Executives Executives

- 1

1 _

- 1

1 2




12. BREH (&)

12. EARNINGS PER SHARE (CONTINUED)

2005 2004
TRER-—TT SRE¥-T
ZRITER ZEEABE
Number of Number of
shares of shares of

HK$1.00 each

HK$1.00 each

R—R—RzZERTERRER Issued ordinary shares at 1st January 293,910,500 293,780,500
EfTERREZES Effect of share option exercised 59,562 118,612
R sRETANNT ARG Weighted average number of
NETEHE ordinary shares used in calculating
basic earnings per share 293,970,062 293,897,112

BHERAFNEEEFREEGZ
HFIE%1,348,718,000L (= S RW
= (B4R) - A% 1,166,689,0007T) &
REGECETROZNEFSE
294844825 (2 T WM&

The calculation of diluted earnings per share is based on profit attributable
to the shareholders of HK$1,348,718,000 (2004 (restated):
HK$1,166,689,000) and on the weighted average number of 294,844,825
{2004: 294,567,557) ordinary shares in issue during the year after adjustment
for the effects of all dilutive potential ordinary shares of 874,763 (2004:

294 567.5570%) AR E - YA
HETHERFNEKH74, 7630 (=
FROEF - 570,445 TRBF LS
g o

670,445).

2005 2004
SREX-T BREY-—=T
Pk & ZBGEE
Number of Number of
shares of shares of

HK$1.00 each

HK$1.00 each

RiEtHERERRT Weighted average number of
ERRGmETEaR ordinary shares used in calculating
basic earnings per share 293,970,062 293,897,112
WRATEZ BRE B Deemed exercise of share option
scheme 733,918 347,069
ERAGEZERENGH Deemed exercise of EIP 140,845 323,376
REstHEREBRI SN Weighted average number of
EAOmnE T8 ordinary shares used in calcutating
diluted earnings per share 294,844,825 294 567,557
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13. B2 RER&

ReREHETRRERE
& R#E (fa33)

B RS MW (R E33)

B & % (K 33)

RERAFRBITAZERAGERAE
ZAHFmT

RE&H
FHEERFRPRET

FRRTHERRIIAR

FHRAtE R

BAREMERZARWOT

EETRRTR S RE33)

MABRE#A/RAZEMA - &F
RBFAREFRETHRL - $AFE
Mz -

13. CASH AND SHORT-TERM FUNDS

XTHROTEE XFRT
The Group The Bank
2005 2004 2005 2004
Cash and bzlances with banks
and other financial
institutions {Note 33} 1,781,679 1,394,060 1,387,648 1,106,702
Money at call and short notice
{Note 33) 16,998,025 18,548,891 16,958,098 18,481,417
Treasury bills (Nota 33) 1,274,094 586,358 399,029 402,416

20,053,798 20,529,318 18,744,775 19,090,535

Cash and balances with banks and other financial institutions are analysed

as follows:
XFHRITEE AFRIT
The Group The Bank
2005 2004 2005 2004
Cash balances 381,624 325,855 271,043 244,298
Balances and placement
with central banks 413,531 260,313 228,574 101,351
Balances and placement
with banks 986,524 807,874 888,031 761,028
Balances with other financial
institutions - 27 - )

1,781,67¢ 1,304,060 1,387,648 1,106,702

Money at call and short notice are analysed as follows:

ATRITEE KFRT
The Group The Bank
2005 2004 2005 2004
Placement with banks
(Note 33 16,998,025 18,548,891 16,958,098 18,481,417

All treasury bills are held-to-maturity, issued by central governments and
central banks and are unlisted.




14,

15.

16.

EHERBITARRER B AR
B(-E+-HAXTH)
THERKROTFAERALERBIEY
AFHT

THHFRRTRE (FaE33)

EORRERRAERR

HEHmg
L B R M8 R e 4 (R R 20)

AEERZERRESER E20)

BRER (20

— s (M 5E20)

(B £ 33)

FRE
REZERE2BARAEIMER
FETZERE -

14.

15.

PLACEMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS
MATURING BETWEEN ONE AND TWELVE MONTHS
Placements with banks and other financial institutions are analysed as

follows:
XFRITH KEFR
The Group The Bank
2005 2004 2005 2004
Placement with banks
{Note 33) 2,657,380 1,435,527 2,629,507 1,408,389
TRADE BILLS LESS IMPAIRMENT ALLOWANCES
AXFRITEE KFRIT
The Group The Bank
2005 2004 2005 2004
Trade bills 653,992 552,613 414,160 38867
Individual impairment
allowances for impaired
loans and advances
(Note 20) (961} - (961} -
Collective impairment
allowances for impaired
loans and advances
(Note 20} {656) - (655) -
Specific provisions for bad and
doubtful debts (Note 20) - (54} - (54)
General provisiens for bad and
doubtful debts {Note 20} - (1,435) - {1,374)
(Note 33] 652,375 551,124 412,544 387,243

16. CERTIFICATES OF DEPQOSIT HELD

All the certificates of deposit held were held-to-maturity and were unlisted.
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17. RRABKE

Bt 35 -
XELD
FL

FELHRER

ERAREHEN
E4BRIAZEBRLERAEAE

(Bt sE3s(0))
(B & 33)
SRz ENAREEORAHRBR
ARSZHESRIAZTLFAE

% 26,445,000 (BB M E
£) .

BRAgE#ZAHTOT

BT
PREF[RPREST

BTRFEAtLERER

i1
LEEE

17. TRADING ASSETS

Debt securities:
Listed in Hong Kong
Unlisted

Equity securities listed in

Hong Keng

Total trading securities

Positive fair values of
derivative financial

instruments (Note 36(b))

{Note 33)

KEFRITES XFRA
The Group The Bank
2005 2004 2005 2004
(EH) (£%)
{restated) {restated)
299 153 239 183
1,413 - 1,413 -
1,712 153 1,712 153
74,380 11,914 66,380 -
76,092 12,067 68,002 1583
835,172 18,741 861,618 18,741
911,264 30,808 929,710 18,894

Trading assets of the Bank included positive fair values of derivative financial
instruments transacted with a subsidiary amounting to HK$26,445,000

(2004: Nil).

Trading securities analysed by counterparty are as follows:

Issued by:

Central government and

central banks

Banks and other financial

institutions
Corporate entities
Public sector

XFRITER KFERT

The Group The Bank
2005 2004 2005 2004
201 50 201 50
42,036 5,364 37,014 -
33,757 6,550 30,779 -
98 103 98 103
76,092 12,067 £8,092 153




18. LARMAMBAABRBAZ2RRE 18. FINANCIAL ASSETS MEASURED AT FAIR VALUE THROUGH PROFIT

OR LOSS
KFRITR XFRTT
The Group The Bank
2005 2004 2005 2004
EBEH (Mitag) : Debt securities {Note 33):
FELWN Listed in Hong Kang 93,506 - 93,508 -
-3 e Listed outside Hong Kong 1,230,053 - 1,230,053 -
7 Unlisted 4,600,865 - 4,600,865 -
5,924,424 - 5,924,424 -
UAoTREZARSRAZEREE Financial assets measured at fair value through profit or loss analysed by
XHHFMOT : counterparty are as follows:
AFEITED KFRIT
The Group The Bank
2005 2004 2005 2004
BiTHE - Issued by:
RITRERAGSREE Banks and other financial
institutions 2,886,507 - 2,886,507 -
2 Corporate entities 2,527,422 - 2,527,422 -
nEER Public sector 510,495 - 510,495 -
5,924,424 - 5,024,424 -
B RRREREATEEHENE Following the adoption of HKAS 39 in 2005, certain financial assets and
Nk  ETERMEENRERAME financial fiabilities were re-designated as financial assets/liabilities measured
R-RFHEF—F-BRENEEAR at fair value through profit or loss on 1st January, 2005. There was no such
MAFRERAEEREAZEREE re-designation in 2004 as retrospective application of HKAS 39 is not
Bl - aRF R FEHUIIAEE permitted.
BEHEREI0R - HY RPN -FFN
FIEHEAREE -
R-ZFEIF-—H-—HBETANQT The carrying amount of financial assets designated at fair value through
MESABEEAZSREEZR@ profit or loss as at 1st January, 2005 was HK$5,277,726,000 and these
EHA#E%S5277.726,000T - MESH assets were classified as held-to-maturity and non-trading securities at
FERZ-_SSHmE+=—AZ HK$4,125,330,000 and HK$1,134,545,000 respectively as at 31st
+-BSHEAREENHMAR December, 2004.

ERBEBENRABZEHS - 53
B#E % 41253300000 BN
1,134,545,0007 °
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19. EF2ARBRABHEACRRANES
e
(a) BFZRBRRBHUAECRBRR
i 3 it

EFER
BREERZBRIREEE
(Fff 3£ 20)

HEHRCBEAEES
(Bt 5% 20)
¥ES (20

— R (ff i 20)

(Ft £ 33)

BITRRREMG S REE
Z R (M 5233}

FEE M B R A IRE

fTEeMIA-HHAR
(B B 38(b))
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19. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS

IMPAIRMENT ALLOWANCES

(a) Advances to customers and other accounts less impairment

allowances
FFERARE XFERA
The Group The Bank
2005 2004 2005 2004
(E%) (E3)
(restated) (restated)
Advances to customers 54,401,834 49,189,126 42,518,513 39,437,861
Individual impairment
allowances for impaired
loans and advances
(Note 20) (119,720) - (104,194} -
Collective impairment
allowances for impaired
loans and advances
(Note 20) (207,842) - (178,795) -
Specific provisions for bad and
doubtful debts (Note 20) - (127,731} - {83,611)
General provisions for bad and
doubtiul debts (Note 20) - (494,779) - (347,786}
{Note 33) 54,074,272 48,566,616 42,235,524 39,006,464
Advances to banks and
other financial ingtitutions
{(Note 33} 79,191 110,865 79,191 110,865
Accrued interest and other
accounts 1,310,822 1,012,793 897,608 648,873
Derivative financial instruments
- hedging (Note 36(b)) 8,598 2,993 8,598 2,225
55,472,883 49,693,267 43,220,921 39,768,427




19. BERZRAREABLBRERBRRER
Y
(b) R{EARE

REZEFEMERARANRE
SRR RO B 470
RN

AEZEFERER

EEFRRERZESL

Falkfns®
BRI EER
BHRER

R-R|EMF+-A=+—-8ER
—FRRE+-AZ+—H &
FEEFRORASRAGESRE
BZFES  YEMARAEERE
) -¢-

future recoverable amounts in respect of such advances are as foliows:

Gross impaired advances to
customers
Gross impaired advances as
a percentage of total advances
to customers
Amount of collateral held
Individual impairment allowances
Specific provisions

There were no individual impairment allowances made on advances to
banks and other financial institutions on 31st December, 2005 and

31st December, 2004,

KFRITHRE
The Group
2005

560,065

1.03%
412,530
119,720

19. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS
IMPAIRMENT ALLOWANCES ({CONTINUED)
(b) Impaired loans
The gross impaired advances to customers and individual impairment
allowances made after taking into account the discounted value of

2004

824,995

1.68%
671,350

127,731
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19. EEZHRERGBACRKRAR 19. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS
& () IMPAIRMENT ALLOWANCES (CONTINUED)
{c) EFRBAGZHURER {c) Included in advances to customers are net investments in finance
leases:
BEREHARENOBEFER The total minimum lease payments receivable under finance leases
DEEEARENT : and their present values are as follows:
KFRTER
The Group
2005 2004
BEER  BEEX BEEA BEEX
HRRE HelhA  RERR  N¥RE  HAMA BERA
Present value Interest B8 Present valse Interest Hipg
of the income Total of the income Total
minimum  refating to minimum minimum  refating fo minimum
lease future lease lease future lease
payments periods  paymenls  paymenis periods  payments
REER: Amount receivable:
~FHA Within 1 year 1,766,192 213,682 1,0798M 1,506,362 00574 1,666,956
—FHLERER After 1 year but within
5 years 2,086,306 195,957 2,282,263 1,767,630 141,653 1,809,283
AEHE After 5 years 181,878 81,236 263,114 239,480 56,966 296,446
4,034,376 490,875 4,525,251 3,513,482 390,193 3,672,685
AEER BNAEER (ngividual impairment
allowances for
impaired koans and
advances {2.434) -
REERBRANER Collective impaiment
allowances for
impaired loans and
advances {15,209 -
ARERH Provisions for bad and
doubtful debts - {2,366}
RABGYHIRAS Net investment in
finance leases 4,016,733 3511128
R_BENE+-_A=+—B8BRk The Bank had no finance lease receivable as at 31st December, 2005
—ERRE+-R=+—HB & and 31st December, 2004.
BTV EREEAEURE -




19. EEZ2REBRRGBRECRRRES 19. ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS

&)
{d) EERRITRGH :

EPERZITARARERSEH
RZARSERRAREEE

£

EFBERAZER
I% - #HEEER

- UEREE
-MERE
-MERE
-REELE
-HERFEE
-REE
—EHREGRE

-BREFRZIER

—Eit

BA

-BEIBEERHEE] -
(AARBSRERE
ARIRREEHRE
StRIBRFZBR

-BEAMEEDE

ZHR
—EREAER
—Hft

KauR

EFBLUNMEAZRR
- 8M
—FRARANE
—Hit

IMPAIRMENT ALLOWANCES (CONTINUED)
{d) Advances to customers - by industry sectors
The information concerning advances to customers by industry sectors

has been classified according to the usage of the 1oan and is stated
gross of any impairment allowances.
KFRITER EiR
The Group Change
2005 2004 %
Loans for use in Hong Kong
Industrial, commercial and
financtal
- Property development 652,264 652,393 -
- Propenrty investment 9,628,817 8,502,635 13.3
- Financial concerns 508,747 631,997 -18.5
- Stockbrokers 307,150 244,082 258
- Wholesale and retail trade 835,833 974,803 -14.3
- Manufacturing 1,460,996 1,745,129 -16.3
- Transport and transport
equipment 2,827,696 2,721,053 3.9
- Share finang¢ing 256,776 205,011 25.2
- Others 2,899,347 3,032,779 -4.4
Individuals
- Loans for the purchase of
ftats in the Home Ownership
Scheme, Private Sector
Participation Schems and
Tenants Purchase Scheme 1,500,857 1,618,601 -7.3
- Loans for the purchase of
other residential properties 13,917,497 13,872,283 0.3
- Credit card advances 385,932 358,582 7.6
- Others 3,523,120 3,272,558 7.7
Trade finance 3,057,178 2,575,916 i8.7
Loans for use outside Hong Kong
- Macau 4,817,591 4,026,596 19.6
- Pecple’s Republic of China 7,801,900 4,729,891 64.9
- QOthers 20,133 24,817 -18.9
54,401,834 40,189,128 10.6
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20. IMPAIRMENT ALLOWANCES FOR IMPAIRED LOANS AND ADVANCES
AND PROVISIONS FOR BAD AND DOUBTFUL DEBTS

At 1st January

Opening balance
adjustments in respect of
new accounting policy

As restated, after cpening
balance adjustments

Additions

Releases

Net charge/(credit) to profit and
loss account
Unwind of discount of loans
impairment loss (Note 5{a))
Recoveries of advances
written off in previous
years
Amounts written off

At 31st December

Representing:

Trade bills {Note 15)

Advances to customers
{Note 19(a))

AFBTRM
The Group
2005

a8l i3 &5
Individual Collective Total
127,785 496,214 623,999
(3,806) (273,884} {277,690)
123,979 222,330 346,309
105,066 16,106 121,172
{37,178} {29,938) (67,1186)
67,888 (13,832) 54,056
{10,465) - {10,465)
86,136 - 86,136
(146,857) - (146,857)
120,681 208,498 329,179
861 656 1,617
119,720 207,842 327,562
120,681 208,498 329,17¢




20 RERBRZRURBERRABLHE 20. IMPAIRMENT ALLOWANCES FOR IMPAIRED LOANS AND ADVANGES

(4 AND PROVISIONS FOR BAD AND DOUBTFUL DEBTS (CONTINUED)
K F BT
The Bank
2005
2 81 4] B
Individual Collective Total
—F—B&# At 1st January 83,665 348,160 432,825
FHBHBEEAEMY Opening balance
MOS8 RE adjustments in respect of
new accounting policy (460) (152,914) (153,374)
EEHYBEDY As restated, after opening
BhRAR balance adjustments 83,205 196,246 279,451
i Additions 85,289 9,687 94,976
o £ Releases (21,852) (26,483) {48,335)
R (EAN)REEFHE Net charge/(credit) to profit and
toss account 63,437 {16,796} 46,641
BRREBEERFTNED Unwind of discount of loans
impairment loss {10,465) - (10,465}
UEEFERBCEBR Recoveries of advances
written off in previous
years 74,108 - 74,108
F M Amounts written off (105,130) - {105,130)
+-R=+—-B&#H At 31st December 105,155 179,450 284,605
BETIEREH - Representing:
BB R (FiiE15) Trade bills {Note 15) 961 655 1,616
XEEZ B (B19(2) Advances to customers
(Note 19{a)) 104,194 178,795 282,989
105,155 179,450 284,605
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20 RARBZRAARBRRQENE 20. IMPAIRMENT ALLOWANCES FOR IMPAIRED LOANS AND ADVANCES

134

() AND PROVISIONS FOR BAD AND DOUBTFUL DEBTS (CONTINUED)
KFRITE
The Group
2004
5% —i =H
Specific General Total
—R—B&# At 1st January 276,859 487,919 744,778
mRE New provisions 51,085 31,864 82,949
=k Releases (24,850} (3,665) (28,515}
XRBERER Net charge to profit and
loss account 26,235 28,199 54,434
WEHEEEHBZER Recoveries of advances written
off in previous years 85,556 - 85,556
F Rk Amounts written off (260,865) 94 (260,771)
BEHARE Exchange adjustment - 2 2
+-HA=+-—-8&#& At 31st December 127,785 496,214 £23,099
BETHABERE Representing:
B A EIE (Fii15) Trade bills [Note 15) 54 1,435 1,489
EFZEBE(ME19(a) Advances to customers
{Note 19(a)) 127,731 494,779 622,510
127,785 496,214 623,999




20 RERBRZANARBRRAEES
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20. IMPAIRMENT ALLOWANCES FOR IMPAIRED LOANS AND ADVANCES

AND PROVISIONS FOR BAD AND DOUBTFUL DEBTS (CONTINUED)

At 1st January

Addition through merger
with CFB

New provisions

Releases

Net charge to profit and
ioss account

Recoveries of advances
written off in pravious
yaars

Amounts written off

Exchange adjustment

At 31st December

Representing:

Trade bills {Nota 15}

Advances to customers
{Note 19(a)}

KFRIT
The Bank
2004
HH - A&t
Specific General Total
145,385 219,461 364,846

80,645 122,000 202,645

35,039 11,265 46,304
(17,804) (3.575) (21,379)
17,235 7,690 24,925
80,298 - 80,298
(239,898) - {239,898)
- 8 8

83,665 349,160 432,825

54 1,374 1,428

83,611 347,786 431,397

83,665 349,160 432,825
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21. HELD-TO-MATURITY AND AVAILABLE-FOR-SALE FINANC!AL ASSETS

Held-to-maturity debt
securities:
Listed
- in Hong Kong
- outside Hong Kong

Unlisted

Available-for-sale debt
securities:
Listed (at market value}
- in Hong Kong
- outside Hong Kong

Unlisted

Available-for-sale equity
securities:
Listed in Hong Kong
(at market valug)
Unlisted

{Note 33)

Market value of listed
held-to-maturity
debt securities

Fair value of unlisted
held-to-maturity
deb! securities

XFERTHE KFRT

The Group The Bank
2005 2004 2005 2004
85,348 87,766 85,348 87,766
202,232 677,995 202,232 677,995
287,580 765,761 287,580 765,761
9,838,934 18,102,157 9,295,630 17,616,773
10,126,514 18,867,918 9,583,210 18,382,534
12,467 - - -
2,782,418 - 2,730,229 -
2,794,885 - 2,730,229 -
2,879,968 - 2,839,435 -
5.674,853 - 5:5591664 -
1,856 - 1,470 -
106,207 - 95,608 -
108,063 - 97,078 -
5,782,916 - 5,666,742 -
15,909,430 18,867,918 15,249,952 18,382,534
288,331 779,768 288,331 779,768
9,757,850 18,080,092 9,220,546 17,590,212




N RAEEBHERTHANSHAEE
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21. HELD-TO-MATURITY AND AVAILABLE-FOR-SALE FINANCIAL ASSETS

(CONTINUED)

Following the adoption of HKAS 38 in 2005, certain held-to-maturity
securities were reclassified as financial assets at fair value through profit or
loss and available-for-sale on 1st January, 2005, There was no such
reclassification in 2004 as retrospective application of HKAS 39 is not
permitted.

Except tha above reclassification, no held-to-maturity debt securities was
disposed during the year. In 2004, held-to-maturity debt securities with an
amortised cost of HK$67,503,000 were disposed of at a profit of HK$84,000
being recognised in the profit and loss account. Management, as approved
by the Asset and Liability Management Committee, sold these held-to-
maturity securities to modify the maturity and risk profile of the investment
portfolios.

Following the adoption of HKAS 3¢ in 2005, certain financial assets were
reclassified as available-for-sale financial assets on 1st January, 2005. Thers
was no such reclassification in 2004 as retrospective application of HKAS
39 is not permitted.

The carrying amount of available-for-salg financial assets as at 1st January,
2005 was HK$1,671,490,000 and these assets were classified as held-to-
maturity as at 31st December 2004.
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21, HELD-TO-MATURITY AND AVAILABLE-FOR-SALE FINANCIAL ASSETS
{CONTINUED)
Held-to-maturity and available-for-sale financial assets analysed by
counterparty are as follows:

XFRTER XFRA
The Group The Bank
2005 2004 2005 2004
lssued by:
Central governments
and central banks 7,764 7,774 7,764 7,774
Banks and other
financial institutions 13,564,685 14,050,979 13,069,702 13,682,686
Corporate entities 1,996,214  4,457.969 1,857,352 4,340,878
Public sector 340,767 351,196 315,134 351,196
15,909,430 18,867,918 15,249,952 18,382,534

Held-to-maturity treasury bills and certificates of deposit are disclosed
separately in the balance sheets, notes 13 and 16 to the accounts.

22, NON-TRADING SECURITIES

XTHRTRE XFET
The Group The Bank
2005 2004 2005 2004
Non-trading debt s=curities:
Listed (at market valug)
- in Hong Kong - 29,196 - -
- outsicde Hong Kong - 858,144 - 802,692
Unlisted - 352,783 - 331,853
- 1,240,123 - 1,134,545
Non-trading equity securities:
Listed in Hong Kong
{at market valug) - 93,463 - 93,213
Unlisted - 187,236 - 179,550
- 280,699 - 272,763
(Note 33) - 1,520,822 - 1,407,308
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22,

23.

NON-TRADING SECURITIES (CONTINUED)
Non-trading securities analysed by counterparty are as follows:

XFROTEM *FHI

The Group The Bank
2005 2004 2005 2004

Issued by:
Banks and other financial

institutions - 325,715 - 278,978
Corporate entities - 633,040 - 593,375
Public sector - 562,067 - 534,955
- 1,520,822 - 1,407,308

Following the adoption of HKAS 39 in 2005, non-trading debt securities at
carrying amount of HK$1,134,545,000 were reclassified as securities
measured at fair value through profit or loss on 1st January, 2005. There
was no such re-designation in 2004 as retrospective application of HKAS
36 is not permitted.

INVESTMENTS IN SUBSIDIARIES

2005 2004

Unlisted shares, at cost 682,707 633,416
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23. HBASRE ()
TEMBRARIMT -

YNSIEZR

Name of company

RFXTRITERAA
Banco Weng Hang, S.A.

XFRIT(HR)FRAF
Wing Hang Bank {Cayman) Limited

XFHBERD A
Wing Hang Finance
Company Limited

XFHRBERRARLS
Wing Hang Zurich Insurance
Company Limited

Cyber Wing Hang Limited

KFERARBERRG
Wing Hang Credit Limited

KFEBHBERDA
Wing Hang Shares Brokerage
Company Limited

kERITERARQA
Wing Hang Bank {Trustes) Limited

AFRREMER 2R
Wing Hang Insurance
Brokers Limited

KFRRREBER DA
Wing Hang Insurance
Agency Limited

23. INVESTMENTS IN SUBSIDIARIES {CONTINUED)

The foilowing list contains only the particutars of principal subsidiaries:

af T B4R BS
Place of
incorporation
and operation

P

Macau

BEeHS
Cayman Islands

&
Hong Kong

FiE
Hong Kong

gt
Hong Kong

EiE
Hong Kong

Fig
Hong Kong

Fit
Hong Kong
&E

Hong Kong

&E
Hong Kong

ER#TEAREAE
Nominal value

of issued

ordinary shares

MOP120,000,000

US$25,000,000

HK$130,000,000

HK$45,000,000

HK$30,000,000

HK$20,000,000

HK$10,000,000

HK$3,000,000

Hi<$100,000

HK$50,000

RERS

Percentage
held

100%

100%

100%

85%

100%

100%

100%

100%

100%

100%

ERHEE
Principal
activities

ROTRY
Banking

ST S
Banking

EREARBRER

Deposit Taking

and Hire Purchase

REEK

Insurance

CERSEE
Information
Technology
lnvestment

HAEK

Consumer Lending

E#RA

Securities Dealing

3R

Trustee Services

R BB

Insurance Broker

REBRHRE
Insurance Agency




23,

24,

HBLERE (A)

NIEE

Name of company

XERIT(RBA)ERDA
Wing Hang Bank (Nominees) Limited

SHTERAR QA
Cheuk Woo Enterprises
Company Limited

Wing Hang Financial
Holdings (BVI) Limited

HM—wEFR LA
Honfirst Land Limited

ABREHRAA

Honfirst Investment Limited

HIE-—RFAELE
Chekiang First Securities
Company Limited

BEBASHE

FEMRSG (RE)
BiEFEE
BETREAQF

RYBEQRzZNALEER 28
FAR_FTENEHR-

23. INVESTMENTS IN SUBSIDIARIES (CONTINUED)

R EE R E DEGERREE

Place of Nominal value BEELS

incorporation of issued  Perceniage

and operation ordinary shares held
&k

Hong Kong HK$10,000 100%
it

Mong Kong HK$10,000 100%
HMRaRS

British Virgin Us$10 100%
Islands
B

Hong Kong HK$27,000,000 100%
'BE

Hong Kong HK$13,000,000 100%
&H

Hong Kong HK$6,000,000 100%

24, INVESTMENTS IN ASSOCIATED COMPANIES

EBEEE
Principal
activities

KR

Nominee Services

BRRE

Property Investment

EMERBTA
Issuer of
Subordinated
Notes

MERA
Property
Investment

HERS

Futures Trading

HEHEER
Securities Dealing

XFRITER KFRT

The Group The Bank
2005 2004 2005 2004
Unlisted shares, al cost - - 112,000 112,000
Share of net assets 84,955 73,706 - -

Loans to associaied

companies 62,000 62,000 62,000 62,000
146,955 135,706 174,000 174,000

Loans to associated companies are unsecured, interest-free and repayable

in 2008.
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2. BBATRHRE (W)

BELARMMT :
M REEhE
Place of
YNCIES ] incorporation
Name of company and operation
REERERLDF] EE
Bank Consartium Hong Kong
Holding Limited
FEADRBRERQA FiE
Hong Kong Life Insurance Hong Kong
Limited
EBANAERLT &E
Joint Electronic Teller Hong Kong

Services Limited

FAEREFORGE2RFHE -

BE: (@ ZEEREBERHEERE
B BRERRBENEY
HEEATFREORE S
ﬁa

BfZ-B
AREGARER

P rAe:]
AEANRRED
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24. INVESTMENTS IN ASSOCIATED COMPANIES (CONTINUED)
The following list contains the particulars of associated companies:

EETEAR®EE
Nominal value 15EHEH
of issued Percentage

ordinary shares held
HK$150,000,000 27%
HK$210,000,000 33%

HK$10,023,800 20% (a}

R
Voting
power

¥ 31
Principai
activities

a2zt BEEMEHERRE
2 out of 7*  Provision of Services

=5z
1 out of 3*

ApZ—"
1 out of 5*

for R

BB

etirement
Schemes

RBRH%

insurance

A%

ATM Network

Representing the number of votes on the board of directors attributable to the

Group.

Notes: {a} The Group's share of net asset in Joint Electronic Teller Services
Limited is based on the Group's share of dividend received from this
associated company during this year.

100 percent
Group's effective
interast

100 percent
Group's effective
interest

#E Aft

Assets  Liabilities

2,056,313 1,485,507

561,119 476,164

EE A fi
Assets  Liabillies

1,509,631 1,075,437

415,209 341,503

2005
pgg
HA
Total
RFEE operating
Equity  income

570,806 210,159

Ba0s5 39,84
2004
agz
BA
Total
BEHAH  operating
Equity  income

524,194 158591

73006 29230

2

Tax

12,288

2,597

(2]

Tax

3,185

684

BHE
#i
Profit

aftar tax

64,143

11,249

BRE
#H
Profit

after tax

22,653

4,545




25. AREERRE

RARKHE
“SRIF-A-AER
RE
e
BRATHABEREDR

hRANEBBERGTL

EffR&
“RERFT-_R=t-BER

IREECRERGEESHOT

B&
fhiE
Z2%0¥
i £
—AANE
~hABE

HERN
—995E-A-BER
KEFRR (HESE)
it ¢ B

RBTITHBBERANE

ZRRRFTAST-AER

EEFE
Z2RRFT-R=1t-0ER

25. TANGIBLE FIXED ASSETS

KFRIER
The Group
2005
BITITE
R
Bank
REBE  #oai Premises
Investmert Bank S and &t
Properties Premises  Equipment  equipment Total
Cost or valuation
At 1st January, 2005 209,560 1,502,092 578,024 2,080,116 2,289,676
Additions - 668 55,231 55,899 55,899
Disposals {5,000} {27,180) {49,135) {78,315) (81,315)
Transfers from
bark premises 1o
investment properties 18,338 {18,743) - (18,743 (405)
Transfers from
investment
properties to
bank premises {4,248} 4,248 - 4,248 -
Surplus on revalugtion 12,787 9,297 - 9,297 22,094
At 31st December, 2005 231,447 1,470,382 584,120 2,054,502 2,285,949
The analysis of cost or valuation of the above assets is as foliows:
At cost - 1,075,780 584,120 1,660,900 1,660,900
At valuation
2005 231,447 - - - 231,447
1990 - 357,888 - 357,888 357,888
1989 - 9,347 - 9,347 9,347
1984 - 26,367 - 26,367 26,367
231,447 1,470,382 584,120 2,054,502 2,285,949
Accumufated depreciation
At 1st January, 2005 - 135,867 381,239 517,106 517,106
Charge for the year
{Note 5(g)) - 25,700 49,707 75,407 75,407
Writlen back on
disposals - {2,175} {41,472) {43,647) (43,647)
Trangfers from
bank premises to
Investment properties - {405) - {405} {405)
At 31st December, 2005 - 158,987 389,474 548,461 543,461
Net book valug
At 31st December, 2005 231,447 1,311,395 194,646 1,506,041 1,737,488
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25 ARETEAE (R

RARIEE

“ESnF-A-0EH

A8
i
EEAE

—BRAE+-A=T-HER

tRBEZERALEBESFAT

A

b
ZBRIE
—-hAEE
—-AARE

nHE2A

Z32EE-f-BER

AEENRA
it & Bk

“BRIFT-ACt-HER

REZFH

“®RREGCAZT-0AH

144

25. TANGIBLE FIXED ASSETS (CONTINUED)

Cost or valuation
At 1t January, 2005
Additions
Disposals
Surplus on revaluation

At 31st December, 2005

At cost

At valuation
2005
1690
1989

Accumulated depreciation
At 1st January, 2006
Charge for the year
Written back on

disposals

At 31st December, 2005

Net book vatue

*FRT
The Bank
2005

/ITTH

Rit%E

Bank

kEwg  gotd Premises
investment Bank & and &5
Properties Premises  Equipment  equipment Total
13,100 1,126,174 487,862 1,614,036 1,627,136
- 668 47,677 43,345 48,345
- (27,000) (46,839) {73,889) {73,889)
5,200 - - - 5,200
18,300 1,099,842 488,640 1,588,482 1,606,782

The analysis of cost or valuation of the above assets is as follows:

- 741,104 488,640 1,229,744 1,229,744
18,300 - - - 18,300
- 357,888 - 357,888 357,808
- 850 - 850 850
18,300 1,009,842 488,640 1,588,482 1,606,782
- 99,968 319,072 419,040 415,040
- 19,302 41,512 60,814 60,814
- {2,175) (39,389) 141,564) {41,564)
- 117,005 321,195 438,260 438,290
18,300 982,747 167,445 1,150,182 1,168,492

At 31st Dacember, 2005




25 HEEERE (A

REHGE
“REME-RA-AKK
AE
4E
4y
AHRE
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25. TANGIBLE FIXED ASSETS (CONTINUED)

KFHEGEM
The Group
2004
Bt
PLE
Bank
BEHE Bt Premises
tnvestment Bank R and At
Properties Premises  Equipment  equipment Total
Cost or valuation
At 1st January, 2004 225785 1,383,428 775,706 2,159,134 2,384,919
Additions 18,187 72,018 61,085 133,103 151,290
Disposals (29,222) (27,541) (258,789) (286,330} {315,552}
Transfers (74,150) 74,150 - 74,150 -
Exchange adjustment 111 kN 22 59 170
Surplus on revaluation 68,849 - - - 68,849
At 31st December, 2004 209,560 1,502,092 578,024 2,080,116 2,289,676
The analysis of cost or valuation of the above assets is as follows:
At cost - 1,108,490 578,024 1688514 1686514
At valuation
2004 209,560 - - - 209,560
1990 - 357,888 - 357,888 357,588
1989 - 9,347 - §,347 9,347
1984 - 26,367 - 26,367 26,367
209,560 1,502,082 578024 2,080,116 2,289,676
Accumulated depreciation
At 1st January, 2004 270 114,196 540,836 655,032 655,302
Charge for the year
(Note 5(el 733 23,313 84,012 107,325 108,058
Written back on
disposals (1,004) (1,642} (243,621} (245,263 (246,267)
Exchange adjustment 1 - 12 12 13
At 313t December, 2004 - 135,867 381,238 517,106 517,106
Net book value
At 31st December, 2004 208,560 1,366,225 196,785 1,583,010  1,772,57C
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25 FREERAE (N

RA%{E
—FEN¥-R-BEK
BEA-AF@EN

RE
)
a8
hEaER
B @t

—ERMRE+-A=1t-BE#R
LonEEZRIRBEEITDOT ¢
R&

{8

g 3 4k 3

—hh%F
—hAhE

KEER
—E¥RAE-A-BEH
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AEERR
HE R

arae
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25. TANGIBLE FIXED ASSETS (CONTINUED)

KT B
The Bank 2004
a7t
REE
Bank
LAYE &6 Premises
Investment Bank EidS and At
Properties Premises  Equipment  equipment Total
Cost or valuation
At st January, 2004 72,000 874,106 359,939 1,234,045 1,306,045
Additions through
merger with CFB 6,200 171,430 320,684 492114 498,314
Additions - 22,568 55,542 78,110 78,110
Disposals - {13,930) (248,305)  (262,235) (262,235)
Transfer {72,000) 72,000 - 72,000 -
Exchange adjustment - - 2 2 2
Surplus on revaluation 6,800 - - - 6,900
At 31st Decernber, 2004 13100 1,126,174 487862 1614036 1,627,136
The analysis of cost or valuation of the above assets is as follows:
At cost - 767,436 487,862 1,255,298 1,255,298
Al valuation
2004 13,100 - - - 13,100
1990 - 357,888 - 357,888 357,888
1989 - 850 - 850 850
13,100 1,126,174 487862 1,614,036 1,627,136
Accumiated depreciation
At 1st January, 2004 - 81,025 239,990 321,015 321,015
Agdditional through
merger with CFB - 1,847 239,135 240,982 240,982
Charge for the year - 17,375 75,629 93,004 93,004
Written back on
disposals - (219 {235,683}  (235,962) (235,962
Exchange adjustment - - 1 1 1
At 31st Decernber, 2004 - 99,968 319,072 419,040 419,040
Net bock value
At 31st December, 2004 33,100 1,026,206 168,790 1,194,996 1,208,096




25 HEBERE (R

BT URALHBEEIR - H
ERG B9 297,000 (ZF2M
£ BEUBEXREF B4
ERARE YCMBETHRAEY
1,627,000 (“RBNFE : §) -

BRAYEER _SRREF+-AZT
—HRABUNBMTE - ATHE
HRAIBHATENANR AN
BRER)ADRAMEREEE -

MEEBBARITURERRHITE
AR T EEBEEIRAES
996,800,000 (—REMFE - B
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25. TANGIBLE FIXED ASSETS (CONTINUED)

Bank premises were stated at cost or directors’ valuation. The revaluation
surplus of HK$9,297,000 (2004: Nil) has been transferred to the bank
premises revaluation reserve of the Group, net of deferred tax of
HK$1,627,000 (2004: Nil).

Investment properties were revalued by an independent firm of surveyors,
FPDSavills who have among their staff, Fellows of the Hong Kong Institute
of Surveyors, on an open market value basis as at 31st December, 2005.

The carrying amount of bank premises of the Group and the Bank would
have been HK$996,800,000 (2004: HK$1,049,641,000) and
HK$688,763,000 (2004:HK$730,406,000) respectively had they been stated

at cost less accumulated depreciation.

The net book value of bank premises and investment properties comprises:

KFRITH XFRIT
The Group The Bank
2005 2004 2005 2004
FREEHOLD
- Held outside Hong Kong 47,870 48,803 - -
LEASEHOLD
- Held in Hong Kong
Long leases
{over 50 years unexpired) 871,447 774,591 519,436 544,195
Madium-term leases
{10 to 50 years unexpired) 523,900 650,841 444,620 457,200
- Held outside Hong Kong
Long leases
(over 50 years unexpired) 2,031 2,069 2,031 2,069
Medium-term leases
{10 to 50 years unexpired) 44,261 71,752 34,960 35,842
Short leases (lass than
10 years unexgired} 53,333 27,729 - -
1,542,842 1575785 1,001,047 1,033,306
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25 FREERE (N 25. TANGIBLE FIXED ASSETS ({CONTINUED)
ARERREEAREAHLAREY The Group leases out investment properties under operating leases. The
E-HETHRERANM_-_E=F - leases typically run for an initial period of two to three years. None of the
FERNETRIEXAAS - leases includes contingent rentals.
MEAEERAREMTAREDE All properties held under operating leases that would otherwise meet the
EBRZMEBTARENYE - definition of investment property are classified as investment property,
FEEEFRTHYEREER - AR The Group's total future minimum lease payments under non-cancellable
BEMRBBARARANT operating leases are receivables as follows:
The Group
KEFRTEH
2005 2004
—FERAT 1 year or less 8,508 5,317
—FREERE § years or less but over 1 years 4,660 2,044
13,168 7,361
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26. GOODWILL
(a) Goodwill

Cost

At 1st January

Addition through acquisition
of subsidiary

Additicn through merger
with CFB

Amount recovered
during the year

Amount paid during the year

Opening balance adjustment
to eliminate accumulated
amortisaticn

Al 315'1 December

Accumulated amortisation

and impairment loss

At 1st January

Addition through merger
with CFB

Amortisation for the year
(Notes 5(e))

Eliminated against cost
at 1st January 2005

Impairment ioss for the year
{Note 5le))

At 31st December

Net book value as
at 31st December

XFHRITE KFHRT

The Group The Bank
2005 2004 2005 2004
909,733 872,156 803,917 -
879 - - -
- - - 966,340
- (66,864) - (66,864)
- 4,441 - 4,441
{62,020) - (56,495) -
848,592 909,733 847,422 903,917
62,020 17,023 56,495 -
- - - 12,079
- 44 987 - 44 416
{62,020) - (56,495) -
1,170 - - -
1,170 62,020 - 56,495
847,422 847,713 847,422 847,422
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26. B8 ()

fa)

(b)

EHE ()
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26. GOODWILL {CONTINUED)

fa)

(b)

Goodwill (continued)

In 2004, positive goodwill not already recognised directly in reserves
was amortised on a straight-line basis not more than 20 years. The
amortisation of positive goodwill for the year ended 31st December
2004 was included in “operating expenses” in the consolidated profit
and loss account.

As explained further in note 4{f), with effect from 1st January 2005 the
Group no longer amortises goodwill. In accordance with the transitional
provisions set out in HKFRS 3, the accumulated amortisation of goodwill
as at 1st January 2005 has been eliminated against the cost of goodwill
as at that date.

Impairment tests for cash-generating units containing goodwill

Goodwill is allocated 1o the Group's cash-generating units (“CGU”)

identified according to country of operation and business segment as
follows:

2005

Retail banking business acquired 560,128
Corporate banking business acquired 233,741
Treasury business acquired 53,553
847,422

The racoverable amount of the CGU is determined based on value in
use calculations. These cafculations use cash flow projections based
on financial budgets approved by management covering a five-year
period. Cash flows beyond the five-year period are extrapolated using
the estimate rates stated below. The growth rate does not exceed the
long-term average growth rate for the business in which the CGU
operates.

Key assumptions used for value in use calculations:

2005

%

Growth rate 6.54
Discount rate 11.85



27, GFTEAREHOSHBRZER

28.

29,

BERERARSRBRZERZS

HaT

DRBITZER
ROFRZER

(B 33)
EEHEER

AEAERRERER
HEER
EMERRBEER
(K &E33)
ERTzaRE

MBENAHEZERTERE

HERRFRERARERANL
ERITEHEFRE

(B4 33)

R_RRhF—B—0  AEREE
BRI FI0W - MEVIBRERT
HEE% 2,215 679,0007 (B17 : &

27. DEPOSITS AND BALANCES OF BANKS AND OTHER FINANCIAL

INSTITUTIONS
Depusits and balances of banks and other financial institutions are analysed
as follows:
KTRITE KFERT
The Group The Bank
2005 2004 2005 2004
Deposits from central banks 84,377 6,373 84,377 6,373
Deposits from banks 1,618,649 1,203,209 1,610,236 1,199,036
(Note 33) 1,703,026 1,209,582 1,694,613 1,205,409
28. DEPOSITS FROM CUSTOMERS
KFROTRE AFRT
The Group The Bank
2005 2004 2005 2004
Demand deposits
and current accounts 8,309,633 8,871,231 7,624,367 9,345,063
Savings deposits 11,578,904 16,800,082 8,176,603 13,141,655
Time, call and notice
deposits 65,784,915 51,897,848 52,101,927 40,611,573
(Note 33) 85,673,452 78,569,161 67,902,897 63,098,291
29, CERTIFICATES OF DEPOSIT ISSUED
X¥ERITER KF 8
The Group The Bank
2005 2004 2005 2004
Certificates of deposit
issued at amortised cost 1,802,640 4,616,090 1,902,640 4,621,145
Structured certificates of
deposit issued designated
at inception as fair value
through profit or loss 1,921,699 - 1,926,612 -
{Note 33) 3,824,339 4,616,090 3,829,252 4,621,145

At 1st January 2005, the Group designated on initial recognition
HK$2,215,679,000 (Bank: HK$2,220,734,000) of certificates of deposit
issued at fair value through profit or loss upon the adoption of HKAS 39.

% 2,220,734,0007E) M B A QT EE

BARBRAZERITZEXRE -

R-ZBRFE+=-R=+—-H0 AR
HEF KRB R ERAREAEBR
BERAHLEENEZEAEN
144,974 000 (X BT - H %

145,102,0007T) °

At 31st December 2005, the difference between the carrying amount and
the contractual amount payable at maturity for the Group amounted to
HK$144,974,000 (Bank: HK$145,102,000) due to changes in benchmark

interest rate,
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30 HEARAMR 30. TRADING LIABILITIES
XFRTER X FERA
The Group The Bank
2005 2004 2005 2004
(E®) (E4)
{restated) (restated)
FESRTIAZALTMRE Negative fair values of derivative
(Bt 22335 36(b)) financial instruments
{Notes 33 & 36(b) 865,962 8,628 869,748 8,628
FRTNETAZANBEANEBS Trading liabilities of the Bank included negative fair values of derivative
BRGZTEERIANARATE financial instruments transacted with a subsidiary amounting to
{HE%3,842000 (—RLIYHF : HK$3,842,000 (2004: Nil).
g) -
M. HBERER 31. OTHER ACCOUNTS AND PROVISIONS
KFRITEHE *FRA
The Group The Bank
2005 2004 2005 2004
(B®) (E%)
(restated) (restated)
fTEeRIA-EAR (F360) Derivative financial
instruments - hedging
{Note 36(b) 13,047 26,672 13,501 25,672
HuEEARERERHE Other payable and interest
payable 1,190,483 948,450 796,356 539,567
1,203,530 §75,122 809,857 566,239
EROTZHEMBRAREE D IERNB Other accounts and provisions of the Bank included negative fair values of
REEZGZITEERIANBHAT derivative financial instruments transacted with a subsidiary amounting to
R &35 % 454,000 (- B R M4 HK$454,000 (2004: Nil).
&) -
32 HEEX 32. LOAN CAPITAL
SEH{H &% 2,519,888,0007 (Bt & Loan capital with face value of HK$2,519,888,000 (Note 33)
33) (325,000,000% T) 7 EE X (US$325,000,000) represents 5.25% subordinated notes qualifying as tier
RERERGTE-BN2ENBHE 2 capital which were issued during 2003 by Wing Hang Financial Holdings
£ E]Wing Hang Financial Holdings (BVI) Limited, a single purpose wholly owned finance subsidiary of the
(BVI) Limited * R_BR=FB1I7HF Bank. The Bank unconditionally and irrevocably guarantees all amounts
B525% YETRKARESRMER payable under the notes which are listed on the Singapore Exchange Trading
RE-FRTESHEGRTIHEMEF Limited. The notes will mature on 10th October, 2013,

BRERFMEXBHA LD ZEET
REZHARRA - BERBRN_-F
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33. MATURITY PROFILE

Assets

- Cash and balances
with banks and othey financial
instinutions {Note 13

- Mongy at call and shorl ofice
tNote 13)

- Treasury b [ote 13)

- Placements with banks
and other financial
instiutions maturing
between 1and 12 months
Nate 14)

- Trade hds less impaiment
glowances {Note 15)

- Trading asseis (Note 17)

- Finaneial assets measured
at air valve through profit
of foss (Note 1)

- Advances to customers
less impaimient 2howances
(Note 191}

- Advances fo banks and other

financidl institutions
{Nate 18(a})

- Held-{o-maturly and
avalable-for-sale inancia
assets (Note 21)

- Other asees

Total assets

Liabilities

- Deposits and balances of banks
and otfrer Enancial institutions
Nate 21

- Daposits from customers (Note 26)

- Cerificates of deposit issued

te 2%

- Tracing liabiltes (Note 30)

- Loan capital {Note 32)

- Other Fabiities

Total liabdities

Nei assetsiiabilties) gap

KTRGEA
The Group
2005

-RAR: cEAL 104

E=RA E-f Eif

-8 Imonths 1 year 9 years

4 1 iMT orfesshut o less i less EEHE

Repayeble 1 month overt Dutover  butowr Alter LA &it
on demand o less woatn 3 months 1year Syears  Undated Tota!
1,781,519 - - - - - - \T8m
- 16,398,025 - - - - - 16,998,005
- 1,004,883 199,211 - - - - {040
- - 255892 98,109 - - - e
59356 83050 217 6,413 - - 11939 65,305
- - - 30 1412 - hngss2 Y1
- - 155331 1139679 3991282 63762 - oA
2412503 324321 30510M  BTTTATE  1GG12853 20541048 (MMT 540422
208 - - 31,593 a3 - - 119
- - 12,939 682115 14M512 1,080,191 108,083 15009430
1245 90,308 88,051 515 134509 - LBS1 4060482
4266181 2052182 250044 8704030 MB02448 22669008 4010630 104322616
19692 615000 072 LHT 76,901 - - 1,703,026
198307117 4358380 14785225 1644906 829,04 - - B56T4G2
= /U5 MB1Z GBA0ET 126293 - - hBMN9
- - - - - - BESH2  ee5ge2
- - - - - 251988 - 151088
- RS WM m 83,4 - 9666 1,378
WOITH4 50361392 16657600 3050604 2250810 2519888 015628 95,984,565
(15,751,462) (27,839,10) (0,599,566 5734426 32549638 20149211 3085002 8,338,051
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Notes to the Accounts
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33. MATURITY PROFILE (CONTINUED)

Assels

- Cash and bafances
with barks and ciher fnancia
nstitutions [Note 13

- Money at cal and short nafice
(Note 13)

- Treasury b3 {Note 13)

- Placements with banks
and other financial
nstitutions maturng
between 1 and 12 months
[Note 14)

- Tradks bills less impainment
alowances (Nole i5)

- Trading assets (Note i7)

- Financial assets measured
4 feks value dhvough prodt
o loss [Note 18)

- Advances to customers
fess impannent alowances
(ote 19(d)

- Advances fo banks and cther
finencial institufions
(Note 192}

- Amounts due kom subsidiaries

- Hekd-to-maturity and
avatable-for-sale fancial
assafs (Nota 21)

- Other assets

Total assets

Liabilities

- Deposits and balances of banks
and cther financial instiutions
fote 27)

- Depesis from customers (Nots 28]

- Cerfificates of deposi issved
{Note 29)

- Tracing EabZties [Note 30)

- Amounts due to subsiciaries

- Other fabilies

Total kabTies

Net essets/fiabities) gap

KERA
The Bank
2005

-fANL  ZHARE 1

L it ii%

-G8 Jmoihs 1year 5 years

1 H #HF  orlessbut 0F less of less F130s

Repayable 1 month oerl butover  betover After AL A
on demand 0r less moath 3 months 1 yaar Syeas  Undated Total
1,387,648 - - - - - - LB
- 16,955,098 - - - - - 16,058,099
- 198,818 189,211 - - - - ki Kir
- - 250,398 93,109 - - - 26507
59,322 156,114 181,550 6,809 - - 8,149 254
- - - 30 1412 - 927,998 eIl
- - 155,331 1139979 2901282 b37.662 - 584
L4747 2682787 30326M 45067 1141555  97,663043 WX Q255N
il ] - - 1,59 41390 - - 79,191
419 75118 60,000  2641,131  1A48B40 1,845,000 - 6074205
- - 13,839 618 13,544,100 951,21 .01 15,49952
9,444 642,143 85,981 50,234 86,808 - 2507695 3,782,306
3525965 20724018 6260081 9118285 261359 087126 39757 96,062,218
178,513 615,900 30,732 2.5 16,901 - - 1584613
15800045 20609856 11,120576 1,180,104 115817 - - B80T
- 2925 1812 685,980 1,262,830 - DO H v b LY
- - - - - - 869,148 869,188
836,050 4364485 2034712 3360063 1000845  2512.39% - 140,751
- 450,23 224258 197,162 4,074 - 17,108 936,858
16822408 45469492 15207404 5058806 2651667 2512308 836,856 89,435,110
(IB106843) [MM5414)  (BOTN09 32000 28603692 (BSB4T0 088368 6,620,090
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33. MATURITY PROFILE (CONTINUED)

Assets

- Cash and baiances
with banks and other financial
isttutions (Note 13)

- Money at call and shvt rofice
Note 13)

- Treasty bills {Notz 13)

- Placements with banks
and other financial
institutions maturing
hetween 1 and 12 monihs
{Note 14}

- Trads s less impairment
alowances (Notz 15)

- Certificates of deposit held

- Traging assets (Note 17)

- Advances 1o customers
less impairment alkowances
(Note %a))

- Advances to Danks and other
financial mstitutions
(Note 18jg)

- Helt-lo-matunity securities
{ote 21}

- Non-tracing secuities {Note 22)

- {fher assets

Total assets

Liabilties

- Deposits and bafancas of banks
and other fnancial institutions
{Nate 27}

- Deposits from customers
hate 26)

- Certficates of deposit issved
[Nole 23)

- Tradinyg liabilities (Note 30}

- Loan captal

- Qe habiities

Total Eablities

Net assefs/fizbiities) gap

KTRAEA
The Group
2004
(§8§)
[restated)

-AAuE ZRARL -ERL

-8R e (333

-88  Jmondhs 1 year 5 years

LT #BF  orless but or less o less T3

Repayable 1 month et butover bl ower After atg &
on demend o less moath 3 months 1year Syears  Undated Total
1,394,069 - - - - - - 1394069
- 13548551 - - - - - 18548801
- S1sN LR - - - - 53638
- - 13730 98,167 - - - 143850
B4y 180612 256,020 10,255 - - 1248 554,124
- - 30,000 - - - - 30,000
- - - - 153 - 0,655 30,808
22201 3AGIATI 366BA03  B421305 14260820 18230858 120883  48,366.616
- - - 15,838 95,027 - - 10865
- BNI68 3402 10750 12502098 34952 - 18867918
- - 3,080 8288 549 A28 200699 15082
110 648 76,550 i 1% - ZBBS179 3,805,106
3700206 23083861 5S04 BAOTO6 21313456 Q5T3AT0 35004 5448104
Mg MR 6398 21628 - - - 12058
B899 41214382 78053 21B1E 682N - - 78,568,161
- 185 1518045 1703388 1200552 - - 461609
- - - - - - 8626 8628
- - - - - 2506485 - 25485
- mne 28205 U1 54 824 - 66,052 1103456
JBITHY 3037 10079378 4285002 LBSO5RT 2526485 14680 88033402
3148637} (18364461 (4320207 43040 2542380 NM63 4B TA4IR
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Notes to the Accounts
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33. MATURITY PROFILE (CONTINUED)

Assets

- (ash and balances
with bariks and other financial
instiutions (Note 13)

- Mongy at cal and shovt
rotice {Note 13

- Treasury b7% Notz 13)

- Placements with banks and other
fnancial snstiations metueing
batween § and 12 months
[Note 14)

- Tratle bils less impaiment
Lownczs [Mole 15)

- Certificates of daposit heid

- Trading assets Note 17)

- Advances o customers less
impairment alowances
(Note 19}

- Advances 1o barks and other
financial insttutions
{Note 19}

- Amounts due o subsidiaries

- Hefd-lo-maturity secorities
(Note 21)

- Non-trading securites {Note 22)

- Other assefs

Total assels

Liabilfties

- Deposits and balances of banks
and other financid instifitions
[bote 27)

- Depasits from customers [Nete 28)

- Certicates of depositissued
{Note 29}

- Tradig liabiities {Note 30}

- Amounis due 1o subsicianies

- Other Fabdlies

Total liabties

Net assets/[iabillizs) gap

&4 -1
The Bank
2004
{g4)
{restated)
-BAME  zEARE -ERE
Z=8A i-f f3 3
-8 Imoaths e b years
BEak BUF orless but or less o7 less L33
Repayable 1 month oerl  bover  bulover After oL &
on demand o less month 3 months {year Syeas  Undated Total
1,106,702 - - - - - - 1106702
- 18481417 - - - - - 1848147
- 402416 - - - - - 402416
- - 1022 5,167 - - - 140839
062 18786 131309 10,245 - - LN
- - 30,000 - - - - 20,000
- - - - 153 - 18741 18,894
M0 2989601 304067 442588 865 07ETAA 15229 20,005,484
- - - 15,838 9,027 - - 110865
543 13X 60000 2032360 142307 1305000 - 4958
- b8 306022 1EB6%1 12296135 3268248 - 1838253
- - - - MET0Y BIB¥ 276 1407.308
1618 4228 76,108 1,203 B4150 - 2mad 3583
3N6315 M8 43ETH 8520507 MTM060 20851 33076 89,280,826
13775 21I% 30605 ALY - - - {0540
252658 3253640 6124008 1704886 206,189 - - 63,098,291
- 183205 1519945 1708443 1,206582 - - AR
- - - - - - 8628 8628
852305 4731105 S8R0 798M®  2TEIMS 25189M - 13641108
- 360,063 25904 149,517 31,062 - 20507 £35,953
25673 36052651 Q207578 S5TA544 4197918 2518874 8135 8321054
(20.300419) [4836017) (4340785 2942083 20673042 1B6RBSNT 331581 640082
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450,000,0000% (- SBMWF :
450,000,0008%) &M
FRE%—T

R A
—F—E&R
RERRESRTZRR

294 020,500 (BT WE -
293,910,5008% ) & & AT
FRE%—T

ERBHE AT RUDTR E&A R
B TEERFRITOARLRER
—ENAARE - HEXRRERR
TR EAENZARSBA -

FA BEIREAREITIRER
110,000 @R EAEAREN
4,010,0007T » E # % 110,000E2
BB AR - 5 80 % 3,900,000
AlEAREEEEREARN - R-_FF0F
FTZAZ+—H - ®mAOEZRREH
B 51,285000(-2 8 @™E :
1,105,000} B -

R_RBME AT ANERSR
Bt - R -22RE+-/A=1+-
B BMA A405000(Z22A
% : 495,000) & °

REFAEHZATHBAEN
21,186,0007C °

RSB REE RN E 2 EE
BeHtat a2 -

34. SHARE CAPITAL

2005 2004
Authorised:
450,000,000 (2004: 450,000,00C}
ordinary shares of
HK$1.00 each 450,000 450,000

Issued and fully paid:
At 1st January 283,911 203,781
Shares issued under share

option scheme 110 130

294,020,500 (2004: 293,910,500)
ordinary shares of
HK$1.00 each 294,021 293,911

The holders of ordinary shares are entitled to receive dividends as declared
from time to time and are entitled to one vote per share at mestings of the
Bank. All ordinary shares rank equally with regard to the Bank's residual
assets.

During the year, options were exercised to subscribe for 110,000 ordinary
shares in the Bank at a consideration of HK$4,010,000 of which
HK$110,000 was credited to share capital and the balance of HK$3,800,000
was credited to the share premium account. At 31st December, 2005, the
outstanding options are 1,285,000 (2004: 1,105,000) shares.

In 2004, a new EIP was approved. At 31st December, 2005, the outstanding
awards are 495,000 (2004: 495,000) shares.

The fair value of the awards as at the date of grant was HK$21,186,000.

The details of share option scheme and EIP are disclosed separately in
note 42 tc the accounts.
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35. RESERVES

AFRHEA
The Group
2005
Baat RARY
GfEA EiRA k% Bx
g% Bank Investment BREEE RERE BHIF
HEE AAHB -BBE  pemses poperies iwestment  Oapitel  Unappro-
Share  Cepital  General revaluation revaluation revaluation redemption  priated &t
DIEmUm  rESEVE  rASEIVE  FESEIVE EServe esenve [BSenve profits Total
At st January, 2005
- & previously reporied U0z 5509 20074 20030 12683 22044 769 4,156,059 7,300,976
- prior year adjustments
int respect of:
- sharg option scheme 4932 - - - - - (4,933 -
- investment propertis - - - - {110 - - I -
- deferred tax on
investment properties - - - - [#13) - - [B158 (5,069
- a5 restated 7034 15509 2001174 269,009 - M 769 4,154,741 7,100,907
Opening balance adjustments
in respect of
- financial instruments - - - - - 5 - (5,449 (46,318
- telease of coflective
and indiidual impaiment
allowances on advances
10 customers - - - - - - - 23368 233604
- - - - - 5,131 - 182,205 187,336
- 8 restated, after
opening bakrice
adjusiments MTO0M  A5009 209,174 269,039 - am 769 4336046 7,288,243
Exchange adjustments - - {759 - - - - - (755
Shares issued under
share option scheme 3,500 - - - - - - - 3,900
Shares premium under
sharg option scheme 6,588 - - - - - - 6,568
Shargs premium Lnder EIP 2407 - - - - - - 2407
Losses on reveluation
after deferred tax credit - - - - - (20,650 - - (20,6501
Losses on revaluation
transferred to profit and
loss account on disposal - - - - - T4 - - 744
Gain on revahuation of
barlk premises . - - - . - -
Deferred tax credited to
revaluation reserve - - - 2900 - - - - 2,900
Dividends paid - - - - - - - [626,149) {626,149)
Proft for the year - - - - - - - 1,348,748 1,348,718
At 315t December, 2005 359929 215909 2000415 281,236 - 1448 769 5,059,515 6,021,919
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35. RESERVES (CONTINUED)

KY&H
The Bark ~
2005
Bafig  RENE
Bt EYEA h#
EES: Bank Investment  Ef5EE Y%
BE  -KEB  pomses  popedes  Investment Unappre-
Shae  General revaluation revaluation  revaluation priated
premium resarve fesene feserve reserve orofits
At 15t January, 2005
- as previously reported M2102 1802376 268,320 - 18,681 331390
- prior year adustment in
Tespect of share option
scheme 4932 - - - - (4,932
- & restated MLOM 180237 260,320 - 18,681 3,309,001
Opening balance adjustments
in respect of
- firancial instruments - - - - 5131 - (5182
- relgase of
coffectve impaiment
alowances on advances
{0 customers - - - - - - 1M
- - - - 5,131 16,140
- a5 restated, after opening
balance adjustment IO 1802376 268,320 - 2312 3,385,141
Exchange adjustments - K] - - - -
Shires issuec under
share option scheme 3,900 - - - - -
Shares premium under
share option scheme 6,588 - - - - -
Shares premium under EIP 2407 - - - - -
Losses on revaluation after
deferred tax charge - - - - (I -
Losses on revatuation
fransfermed to proft
and loss accoun! on
disposal - - - - 142 -
Deferred tax credited
to revaluation reserve - - 4521 - - -
Dividends paid - - - - - - (626,149
Profit for the vear - - - - - - 114215
At 215t December, 2005 359,928 1802250  2T2847 - 14007 69 3,883,267 6,333,018
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35. RESERVES (CONTINUED)

Al tst January, 2004

- 85 previously reported

- prior year adiusiments
in respect of:

- a5 restated
Exchange adustments
Shares issuzd under
share option scheme
Shares premmium
under new EIP
Gain on revaluation
after defemed tax charge
Defemed tax credited lo
bark premises revaluation
reserve
Dividends paid
Peofil for the year
- 85 praviously reported
~ pricr year adjustments
in respect of:
- share option scheme
- investment properties
- defemed tax an investment
properties

- 85 restated

At 31t December, 2004

KERITEN
The Group
2004
(%)
(restatzd)
Bl RANE
BB ZMBE i RE

¢S Bank Iwestment  EHBE HEHE BHIT
ARE EiBE HBEE  oemises poperties lwestment  Capitd  Unaporo-

Shre  Capital  Genoral revaluation revaluation revaluaion redemption  priated &t
premium  reServe  feSEnve  TeSBIVE TGSV JeSeIvE rgSenve profits Total
730 X509 2001079 268917 14 17,648 768 246123 6,300,100

- - - - {14 - - 14 -
337330 215909 209079 268,917 - 17548 763 3461248 6,293,300
- - 9 - - - - - 8
3,168 - - - - - - - 3,168
1,604 - - - - - - - 1604
- - - - - 4,303 - - 4,398

- - - 122 - - - - 122

. , - - - - - 7388 {47319}
- - - - - - - 1,168,021 1,168,021
493 - - - - - - {4982 -
- - - - - - - ALIs6 11758

- - - - - - - [B15) {8156

4332 - - - - - - 1,166,689 1171621
47034 215909 2,001,174 269,03 - 24 768 4154741 7,100,907
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35.

Al 15t January, 2004
Adition through
merger with CFB
Exchange adjustment
Shares issued under
share cption scheme
Shares premium
under new EIP
(Galn on revaluation after
deferred tax charge
Deierred tax charged to
revaluation reserva
Dwidends paid
Profit for the year
- & previgusly reported
~ prior year adiustment
in ragpect of:
- share ontion scheme
- investment progerlies

- as restated

At 315t Decernber, 2004

RESERVES (CONTINUED)

gt

B

RRH Bank
fiE  —BBE  promises
Shae  General  revalugtion
premiJm reserve feserve

337300 1802370 268917

3,168 - -

1,604 - -

4932 - -

x¥BG

The Bank
2004
(8%

(restated)
#ENE
aiRR
Invastment
properties
revaluation
resere

BuAE

Unappro-
piiaied &t
profits Total

2726062 5148847

BS54 BASS
{6 -
- 368
-1
-
- (a7}

U310 1473,196)

973404 973,404

(4.932) -
15 18

4932 - -

968487 97340

M7 1802316 268,320

3309001 5746181
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35, (8 35. RESERVES (CONTINUED)

162

AEBR_FRRE+_A=+—8
ZRBEGREEESEARZ RN
B 18 A% %25 066,000t (Z2EM
% B ¥37,2150007T) BEEHE
B I36, 176,000 (ZRR@F -
&) HEBARTAGHEN$E39
BAfEr RELHEEEMEECE
g o

RGAMEE RRARREEHEE &
3R RER(LAZ)F48BR
AGHIRFT AL »

—REHBERDENERIGNE
BRgEREREOAR - ARG
HEEREEFHBARIEITARMSINK
REARMERCEARMXFETRE
PR Ec AT B - EEEH T
BETUHERTHEEEREEZ ZH
B 20V R2(NAK

ERER BOTHERGHE  ®E
HERERERRTBEERLICAR
ZHE - BTRE -

ZRITRRBRITEEZMARE]
BRRRBEMEL EERRERE
BEEARBLEMALTTRETRR
ZHREBBHERRE -

The Group's unappropriated profits as at 31st December, 2005 included
the accumulated Josses of HK$25,966,000 (2004: HK$37,215,000) of the
associated companies and HK$338,176,000 (2004: Nil) as the regulatory
reserve arising from the differences between the impairment aliowances
made under HKAS 39 and for regulatory purposes.

The application of the share premium account and the capital redemption
reserve is governed by Section 488 and 49H of the Hong Kong Companies
Ordinance.

The general reserve was sat up from the transfer of ratained earnings and
exchange differences arising from translation of the accounts of overseas
branches and subsidiaries {note 2(k)). The capital reserve comprises retained
earnings capitalised on the issue of bonus shares by subsidiaries in previous
years and a legal reserve established by Banco Weng Hang, S.A. in
accordance with regulations in Macau. Revaluation reserves have been set
up and are dealt with in accordance with the accounting policies adopted
for the revaluation of premises and available-for-sale financial assets (notes
2() and 2{f).

Capital reserve, bank premises revaluation reserve, investment revaluation
reserve and capital redemption reserve do not represent realised profits
and are not available for distribution.

The Bank and its financial subsidiaries operate under regutatory jurisdictions
which require the maintenance of minimum capital adequacy ratios which
could therefore potentially restrict the amount of retained profits which can
be distributed to sharenolders.
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36. OFF-BALANCE SHEET EXPOSURES
(a) Contingent liabilities and commitments

Contingent liabilities and commitments are credit-related instruments
which include acceptances, letters of credit, guarantees and
commitments to extend credit. The contractual amounts represent the
amounts at risk should the contract be fully drawn upon and the client
default, Since a significant portion of guarantees and commitments is
expected to expire without being drawn upon, the total of the
contractual amounts is not representative of future liquidity
reguirements. The following is a summary of the contractual amounts
of each significant class of contingent liabilities and commitments:

Direct credit substitutes
Transaction-related contingencies
Trade-refated contingencies
Other commiiments:
With an original maturity
of under | year or which
are unconditionally cancellable
With an original maturity
of 1 year and over
Forward forward deposits
placed

Total {Note 38())

AXTRITEH XFR

The Group The Bank
2005 2004 2005 2004
848,908 809,560 944,422 700,750
105,582 33,450 305,582 233,450
1,482,947 1,416,358 1,320,491 1,235,039
9,211,179 9,041,062 9,066,228 9,087,940
1,329,638 834,023 1,072,475 834,023
2,000,600 2,241,972 2,000,600 2,241,672
14,978,852 14,376,425 14,709,798 14,333,174

{b) Derivative financial instruments
i Derivatives refer to financial contracts whose value depends on

the value of one or more underlying assets or indices.

Derivative financial instruments arise irom forward, swap and option
transactions undertaken by the Group and the Bank in the foreign
exchange, interest rate and equity markets.

The notional amounts of these instruments indicate the volume of

transactions outstanding at the balance sheet date; they do not

represent amounts at risk.
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3. AEAMRRUNZARER ()
(b) HEERIR(R)

36. OFF-BALANCE SHEET EXPOSURES {CONTINUED)
(b) Derivatives financial instruments (continued)

WTASENETIAEEXR The following table is a summary of the notional amounts of each
MeBEeH- significant type of derivatives.
XFRTE KFRIT
The Group The Bank
2005 2004 2005 2004
EX54 Exchange rate contracts
EREH-HARR Forwards - trading 6,866,513 3,286,625 7,441,234 3,847,888
BHAM-UNRE Forwards - hedging - 919,593 - 819,593
BAEE-HiiER Oplion purchased - trading 242,524 277,016 242,524 277,016
AHER-ENRR QOption written - trading 242,524 277,018 242,524 217,018
EEL48E Total axchanga rate contracts 7,351,561 4,760,250 7,926,282 5321513
el Interest rate contracts
BRAlh-EHRE Swaps - trading- receiving
~E8IRA fixed rate 79,759,074 37,191,480 80,022,841 37,191,480
BE4H-BHRR Swaps - trading- paying
-EBz fixed rate 83,558,495 37,070,388 84,347,213 37,070,388
BRBEAH-HARE Swaps - hedging- receiving
~EBMA fixed rate - 14,854,793 15,000 15,456,305
BEGH-HARR Swaps - hedging- paying
~ERX i fixed rate 535485 25,066,124 535485 25,529,993
Hegies Total interest rate
coniracts 163,852,994 114,212,785 164,921,509 115,245,166
Bins 8 Equity contracts
BHRE-BHRR Option written - trading 76,210 140,902 76,210 140,902
Brahas Total equity contracts 76,210 140,902 76,210 140,902
171,280,765 119,113,937 172,924,091 120,710,561
BEXGZRERARTEFE The trading transactions include positions arising from the execution
HESEHPUERER S of trade orders from customers or transactions undertaken to
mEENERTASE - hedge these positions.
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36. OFF-BALANCE SHEET EXPOSURES (CONTINUED)
{b) Derivatives financial instruments (continued)
(i) Fair value of derivative financial instruments
(1) as hedging instruments
The following is a summary of the fair values of derivatives
held for hedging purposes by product type entered into by
the Group and the Bank:

XFERITR KT R
The Group The Bank
2005
BE A AE B
Assets Liabilities Assets Liabilities
Interest rate contracts
{(Notes 19(a) & 31} 8,598 13,047 8,598 13,501

Fair value hedges

The fair value hedges consist principally of interest rate swaps
that are used to protect against changes in the fair value of
asset due to movements in market interest rates.

(2) as trading instruments
The following is a summary of the fair values of derivatives
held for trading purposes by product type entered into by the
Group and the Bank:

AFRITEE XFRIT
The Group The Bank
2005
RE B i HE afi
Assets Liabilities Assels Liabilities
Exchange rate contracts 59,496 24,157 59,496 24,101
Interest rate contracts 774,582 841,740 801,028 845,582
Equity contracts

(Notes 17 & 30) 1,094 65 1,094 65
835,172 865,962 861,618 869,748
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3. AEARRUNZEBEE (X) 36. OFF-BALANCE SHEET EXPOSURES (CONTINUED)
(b) FEEBRTA R (4) Derivatives financial instruments (continued)
iy FESBRIANFIKES (i} Remaining life of derivative financial instruments
TERAFHRETHEIARE The following tables provide an analysis of the notional amounts
HANRBEH  REH of derivatives of the Group by relevant maturity groupings based
FIESSH - fTETAM on the remaining periods to settlement at the balance shest date.
EEEHEITESRIAN The notional amounts of the derivatives indicate the volume of
54 - transactions of derivative financial instruments.
AFEIE
The Group
2005
—ElF
ERE
Syears  OFMLE
—FHUT orlessbut  More than =13
Upto1year over 1 year 5 years Total
EEai Exchange rate contracts 7,351,561 - - 7,351,561
FEL&H Interest rate contracts 103,946,989 57,938,993 1,067,002 163,852,994
Bi3&H Equity contracts 76,210 - - 76,210

141,374,770 57,938,993 1,967,002 171,280,765

XF 87T
The Bank
2005
—FHRE
FheE
5 years AFERE
—EHIAT  orlessbut  Mare than =4
Upto1year over1 year 5 years Total
EE24H Exchange rate coniracts 7,926,282 - - 7,926,282
FMEEH Interest raie conlracis 104,112,999 58,766,598 2,042,002 164,921,599
BRira#H Equity contracts 76,210 - - 76,210

112,115,491 58,766,598 2,042,002 172,924,091
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36. OFF-BALANCE SHEET EXPOSURES (CONTINUED)
{b) Derivatives financial instruments (continued)

Exchange rate contracts
Interest rate contracts
Equity contracts

Exchange rate contracts
Interest rate contracts
Equity contracts

XFRITER
The Group
2004
—ERE
Eh#
5 years AEHE
—#HHUTF orlessbut  More than &3t
Upto 1 year over 1 year 5 years Total
4,760,250 - - 4,760,250
43,605,834 69,250,713 1,356,178 114,212,785
140,902 - - 140,902
48,507,046 69,250,713 1,356,178 119,113,937
XFRT
The Bank
2004
—ElF
ELE
5 years HEME
—EHIAT orlessbut  More than &%
Upto 1year over 1 year 5 years Totat
5,321,513 - - 5321513
44,029,215 69,737,773 1,481,178 115,246,166
140,902 - - 140,902
40,491,630 69,737,773 1,481,178 120,710,581
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36. OFF-BALANCE SHEET EXPOSURES (CONTINUED)
(c} The replacement costs and credit risk weighted amounts of the above
off-balance sheet exposures are as follows. These amounts do not
take into account the effects of bifateral netting arrangements.

KFRITEM
The Group
2005 2004
ZERR EERR
mEsE mESE

BERKS  Creditrisk  EFRA  Credit risk
Repiacement weighted Replacement weighted

cost amount cost amount

Contingent liahifities
and commitments N/A 1,954,688 N/A 1,757,281
Exchange rate contracts 59,494 41,3N 22,192 20,229
Interest rate contracts 783,180 259,614 554,187 211,702
Equity contracts 1,084 - - -

843,768 2,255,693 576,379 1,889,212

XFRT
The Bank
2005 2004
FEER EERR
migs s mESE

BEKEF  Creditdisk  EBRA  Credil risk
Reptacement weighted Replacement weighted

cost amount cost amount

Contingent liabilities
and commitments N/A 2,120,970 N/A 1,742,443
Exchange rate contracts 59,496 42,518 22,258 20,545
Interest rate contracts 809,626 265,955 561,840 214,085
Equity contracts 1,094 - - -

870,216 2,429,443 584,008 1,877,083

The tabies above give the contractual or notional amounts, replacement
cost and credit risk weighted amounts of off-balance sheet transactions.
These are assessed in accordance with the Hong Kong Monetary
Autherity's guidelines which implement the Baste agreement on capital
adequacy and depend cn the status of the counterparty and the
maturity characteristics.
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36. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

{d)

The risk weights used range from 0% to 100% for contingent liabilities
and commitments, and from 0% to 50% for exchange rate, interest
rate and equity contracts. Replacement cost represents the cost of
replacing all contracts which have a poesitive value when marked to
market. The credit risk weighted amount refers to the amount as
computed in accordance with the Third Schedule to the Hong Kong
Banking Ordinance.

Capital commitments

Capital commitments for acquisition of property, plant and equipment
outstanding at 31st December not provided for in the accounts were
as follows:

XFRTED XFRA
The Group The Bank
2005 2004 2005 2004
Expenditure authorised
and contracted for 121,438 4,381 115,380 1,415
Expenditure authorised
but not contracted for - 438 - -
121,438 4,829 115,380 1,415

(e) Lease commitments

At 31st December, 2005, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

XFRITEME
The Group
2005 2004
Properties
1 year or less 23,350 12,685
5 years or less but over 1 year 33,71 10,677
Over 5 years 6,329 -
63,450 23,362
Others
1 year or less 344 417
5 years or less but over 1 year 161 1
Over 5 years - -
505 418

The Group leases a number of properties and items of equipment
under operating leases. The leases run for an initial period of one to
ten years, with an option to renew the lease when all terms are
renegotiated. Lease payments are usually adjusted annually to reflect
market rentals. None of the leases includes contingent rentals.
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7. GERAaNERHE 37. NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT

fa) ERBHRREBRIY 2 WE

{a) Reconciliation of operating profit to net cash inflow from

ERAHBEHE operating activities
2005 2004
(E%)
(restated)
CESE Operating profit 1,590,925 1,346,861
il Depraciation 75,407 108,058
BREH (foe) Amortisation of goodwill (Note 28) - 44,997
R AR (fiee) Impairment losses on goodwill (Note 26) 1,170 -
PR A B A R (B iE5(e)) Share option scheme cost {Note 5(e)) 6,588 4,932
{5 REE Bl A (HTaES(e) EIP cost (Note 5(e)) 3,372 2,248
XHEEAET R (EE5(b) Interest paid on loan capital (Note 5(b)) 134,148 134,514
SAPEUIGE Profits tax paid {203,423) (245,908)
FEHEA=Z@ALMEZ Increase in treasury bills with original
BT 5 1 maturity of thres months or more {111,285) {392,786)
REHBA=ZMARULS Increase in placements with banks and
EHGERRTRERAEY other tinancial institutions with original
& B8 B SR D maturity of three months or more (76,617) {124,247)
BEAEC AR AEEE {Increase)/decrease in trade
(Bm) /7L bills less impairment allowances {101,250) 44,771
GRERL Decrease in certificates of deposit held 30,000 99,972
EMAREEEM B (Increase)/decrease in trading assets {440,966) 515,256
UMAETREZARREARAZ Increase in financial assets measured
&R A EEM at fair value through profit or loss {646,762) -
EFPFERREEMKRE tncrease in advances to customers and
Bk EREEEN other accounts less impairment
allowances (5,447,396) (2,614,217}
BTRERASHBE Y Increase in deposits and balances
FaiEm of banks and other financial institutions 527,541 813,744
BREZHFEN Increase in deposits from customers 7,104,291 6,430,739
EBTERERD Decrease in certificates of deposit issued (758,233) (315,049)
AHAGAMFESEM Increase in trading liabilities 279,164 8,628
Hit iR REHEE W/ (HL2) increase/{decrease) in other
accounts and provision 1H,709 (937,681}
REEREHZRESEA Net cash inflow from operating activities 2,158,383 4,924 B32
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37. NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
{b) Reconciliation with the consolidated balance sheet

2005 2004
Cash and short term fund 20,053,798 20,529,318
Placements with banks and other
financial institutions maturing
between one and twelve months 2,657,380 1,435,627
Certificates of deposit held - 30,000
Amount shown in the conselidated
balance sheet 22,711,178 21,894,845
Less: Amount with an ¢riginal maturity
of three months or more (1,742,988} (1,619,183}
Cash and cash equivalents in the
consolidated cash flow statement 20,968,190 20,375,662

{c} Acquisition of a subsidiary
During 2005, the Group acquired 100% interest in Technico Ltd for
HK$879,000, satisfied in cash.

Net identified assets and liabilities -
Positive goodwill arising on consolidation 879
Total purchase price paid 879

Less: cash and cash equivalents of the
subsidiary acquired -

Net cash outflow in respect of the purchase of subsidiary 879
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38. SEGMENT REPORTING
(a) Business segments
Retail banking activities include acceptance of deposits, residential
mortgages, hire purchase and consumer loans.

Corporate banking activities include advance of commercial and
industrial loans, trade financing and institutional banking.

Treasury activities include forgign exchange services, management of
investment securities and trading activities.

Other business activities include insurance business, stockbroking
activities and services for retirement schemes.

Unallocated items mainty comprise the sharehelders' funds, investments
in premises and property investment and other activities which cannot
be reasonably allocated to specific business segments.
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38. SEGMENT REPORTING (CONTINUED)

{a) Business segments (continued)

Nat interest income

Net interest income on financial

instruments held for {rading
and measured at fair value
through profit or loss
Qther aperating income
Inter-segment income

Qperating income
(perating expanses
Inter-segment expenses

Operating profit betore
impairment allowances
on impaired loans and
advances

impairment losses and
allowancas on impaired
loans and advances

Operating profit
Gains/fosses) on
revaluation of investment
properties, disposal of
tangible fixed assets
and associated
company
(Losses)/profits on disposal
of held-lo-maturity
and available-for-sale
financial assets
Impgirment allowances
release for held-to-maturily
financia assets

Profit or ordinary aclvities
Share of net profits
in associaied companies

Profit bafore taxation
Depreciation (Note 5e))
Impairment losses on
goodwill (Nate 5e))
Segment assets
Investments in
associated companies
Total assets
Total liabilities

Capital expenditure

AFEAER
The Group
2005

] ] ELB

PERN  2%8H '§3:4"]

25 L) 341 Inter-
Reigl Coporate HMEEE H@2H 8 segment it
banking  banking  Treasury Cther Unallocated  glimination Told
1,230,338 378,742 (80,959) 2,855 208,146 - 1,129124
- - 00852 - (84,0 - 135,876
308322 85892 131,503 82026 57,77 - 155,110
- - - - 56344 [56,344) -
1,628,661 464,634 261197 85,181 237441  (56,344) 2,620,770
(648,406} (123,753}  (35.108) (41,019 {126,603 - (975,789)
{51,468} (2377} 653  {1.847) - 56,344 -
928,787 339,504 225437 H45 110,838 - 1,644,981
(15,604 {38,459 - - - = [54,058)
913,183 300,052 225437 4 M5 110,838 - 1,590,825
(3,145) (28) - (1] 25,855 - np
- - (8 59 {933 - {9049
910,037 300024 7,263 41,473 135760 - 1,804,557
- - - 11,008 44 - 18
910,037 300,024 217,263 52478 136,004 - 1,615,806
21,926 3,607 2,029 1,005 40,640 - 715407
- - - 91 79 - 1,170
40,412,196 21,114,801 21943990 122,253 20,282 421 - 104,175,661
- - - 138978 1817 - 146,955
40,112,196 21,714,801 21543990 261,231 20,290,398 - 104,322,616
84,031,512 1,897,049 662,086 20,550 9,373,368 - 95,984,565
24,729 10,557 1,144 238 19,261 - 55,899
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38. HAEE ()

38. SEGMENT REPORTING (CONTINUED)

fa) REFH(A)

(a) Business segments (continued}

FHERA
EftBRUA
BABRA

BEUA
BExi
BB

PREEENZEREN
RUREH

LM
EURANRRLESY
ARBERBER
AzZEH/ (58)
HERHEHA
ER5 AN

BEARFRTARES 2HH

HEEBRERS
245208

ERRB#ERH
BEREARZFHH

REmaN

i (M E5e)
BEB AR 5e)
ARRE
BRLATRA
BAE

Baft

RALH

KFRIRE
The Group
2004
(E#)
{restated)
EER
SERL REES BEH
3 B 38 Inter-
Retal Comorate RMASE K2R 2R saoment &it
banking  banking  Treasury Other Unallocated  efimination Total
Net interest income 1,213,269 378061  186,6M1 357 11809 - 1,794.317
Cther operating income a3 112,98 86,918 84417 42471 - 640,017
Inter-segment income - - - - 49087 {49,087 -
Operating income 1526499 491942 273599 B804 103367 (40,087} 243434
QOpsrating expenses {561,458) (165,716 (6093  [43,134) (101,705) - [1,033,039)
Inter-segment expenses (44861 (1,918 (554)  (1,754) - 49,087 -
Operating arofit belore provisions 820,180 324306 212,114 43,126 1,572 - 1,401,295
Charge for bad and doubtful debls (35,235)  (19,198) - - - - (54434
Operating profit 784045 305107 212,11t 43126 1572 - 1,246,861
Gains/flossas) on revaluation of investment
praperties, disposal of tangible fixed
assets and associated company {o78)  (1.695)  (1,239) (354) 60,014 - 55552
Prafits on disposa! of hetd-to-maturity
securities - - 201 - - - 204
Profits on disposal of non-trading securit es - - 6,224 83 - - 6,307
Provisions written back for
held-to-maturity securities - - 4848 - - - 4848
Profit on ordinary activities 783967 303212 222,140 4285 61,588 - 1,413,769
Share of nat profits in associated companies - - - 4434 114 - 4,545
Profit before taxation 783967 203212 222,148 47286 61,700 - 1418314
Depreciation {Note 5{e)) 51463 14518 1,666 2125 3292 - 108,058
Amortisation of gocdwil {Note 5(e)) 21988 11268 9,138 1,726 876 - d4u97
Segment assets 37,528,072 19407218 20,332,953 119,608 17,924 547 - 95312,398
Investments in associaled companies - - - 127870 7,736 - 135,708
Total assets 37528012 10407218 20,332,053 247578 17,932,283 - 95,448,104
Total liabilities 76,886,457 1,318299  BOBBEG 22558 8,909,119 - 88,033,402
Capital expenditure 44285 26812 3,964 42 715787 - 151,290
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38. SEGMENT REPORTING ({CONTINUED)
{b) Geographical segments

BEARBHRDENBARELE
HRMERE S  NRARER
RS BEAERARAKRZIAR

ToTRELT M -
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BHaAH
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As at 31st Dacember, 2005

Total operating income

Profit bafore taxation

Total assets

Total fiabilities

Contingent fiabiliies and
commitments {Note 36{a))

Capital expenditure

As at 31st December, 2004

Totat operating income

Profit before taxation

Total assets

Tota! lizbilities

Contingent liabilities and
comimitments (Note 36(a))

Capital expenditurg

The information concerning geographical segments has been classified
by the location of the principal operatiens of the subsidiaries, or in the
case of the Bank itself, of the location of the branch responsible for

reporting the results or booking the assets and liabilities.

g
Hong Keng

2,439,037
1,476,178
102,123,436
94,384,492

14,190,916
40,759

g#
Hong Kong

2,383,998
1,347,601
95,563,311
88,517,021

14,377,018
103,936

39. PLEDGE OF ASSETS

43

Macau

328,961
233,180
12,823,757
11,881,792

1,236,398
7,554

#A

Macau

268,339
167,817
10,092,742
9,443,949

758,992
23,160

*¥TRAEE
The Group
2005
o
EEF
3 4
Less:
Eft inter-segment
Other  elimination
128,562 {285,790)
61,249 (154,801)
15,733,485  (26,358,062)
15,320,048  (25,701,767)
665,151  {1,113,613)
1,586 -
AFRTRA
The Group
2004
(EH)
(restated)
B
EEH
WX EH
Less:
Hth inter-segment
Other  elimination
88,430 {306,433}
45,336 {142,740}
14,370,127  (24,578,076)
14,032,574 (23,960,142}
45,597 {805,182)
24,194 -

it

Total

2,620,770
1,615,806
104,322,616
95,984,565

14,978,862
55,899

a3t
Total

2,434,334
1418314
95,448,104
88,033,402

14,376,425
151,290

The amount of HK$7,754,000 (2004: HK$7,774,000) included in “Cash
and short-term funds” represents a demand deposit pledged as collateral
with the State of California in compliance with the statutory requirements
of the State of California.
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40. MEALTXS 40. RELATED PARTY TRANSACTIONS
(a) TERFE (a) Substantial shareholder
FEER - FEEEFRFTZE During the year, transactions with The Bank of New York Company
ERFEEBEANESEARELR inc. (“BNY™}, a substantial shareholder of the Bank, or its subsidiaries
BRazZs HE-RBRIEE were entered into by the Group in the ordinary course of business and
BREEETRT - AFEERZ on normal commercial terms. The income and expense for the year,
WX - BEAMRAZFHER average on-balance sheet outstanding for the year and on-balance
RELEHENNT - sheet outstanding at the year end are:
) FEERZzKAREE (i Income and expense for the year
2005 2004
ek A Interest incoms 2,927 918
FiE i Interest expense 612 458
iy AEEREEAZTIOES {ii Average on-balance sheet outstanding
2005 2004
R&REHES Cash and short-term funds 110,776 67,441
RITRERAGSRERE Deposits and balances of banks
ZHER and other financial institutions 22,254 28,587
(il BEAMRAZFERER iy On-balance sheet ocutstanding at the year end
2005 2004
AEREWAES Cash and short-term funds 62,379 49,098
RITAEREM S REE Deposits and balances of banks
2HER and other financial institutions 46,539 71,114
{iv) R—AhhENR=++8 (ivy On 27th August, 1999 and 19th September, 2002, the Bank
R-—CR-FhAR+AB - entered into two Delegation Agresments with BNY pursuant to
ZRITEEHBNHETE which the Bank agreed to provide various back-up support services
BEMESRGE - SR to BNY in connection with a securitisation transaction undertaken
HifE - FERTBEME - by BNY. The first Delegation Agreement was terminated on 20th
EMEHFLZEH2REBR February, 2004.
% BE-REBERHERZ
EBNF-_R-_+BHEL-
R-ZZEZTLFE  rROTCE In 2005, the Bank received from BNY a total service fee o
KUY AN 216,000 (= F HK$216,000 (2004: HK$375,000) and will continue to receive
LF : EXI75.0007m) & further service fees on an annual basis during the term of the

HR - FRITHEFURRE second Delegation Agreement.
BEE-HS AR -
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i3] A NEIEE A

40. RELATED PARTY TRANSACTIONS (CONTINUED)
(b} Subsidiaries

On 30th June, 1995, Wing Hang Zurich Insurance Company Limited
(“WHZ Insurance”), a 65 percent owned subsidiary of the Bank, entered
into a Management Agreement with Swiss Insurance Management
(Hong Kong) Limited ("Swiss Insurance”}, a wholly own subsidiary of
Zurich Insurance Limited {“Zurich Insurance”} pursuant to which Swiss
Insurance has been appointed as manager of WHZ insurance in
connection with the conduct by WHZ Insurance of its insurance
business. Zurich Insurance is a substantial shareholder of WHZ
Insurance holding 35 percent of WHZ Insurance’s issued share capital.
On 25th May, 2005, the Management Agreement was extended for
two years from 1st January, 2005 to 31st December, 2006 but can be
terminated by either party with six months' notice. The revised
management fee will be based on a fixed fee plus a certain percentage
of gross written premiums received. Under the Management Agreement,
WHZ Insurance paid to Swiss Insurance an amount of HK$5,299,000
(2004: HK$4,498,000), being the contractual management fees payable.

During the year, the Bank entered into the transactions with subsidiaries
owned by the Bank in the ordinary course of business and on normal
commercial terms. The income and expense for the year, average on-
balance sheet outstanding for the year and on-balance sheet
outstanding at the year end are:

(it Income and expense for the year

2005 2004
Interest income 191,407 152,237
Interest expense 489,175 287,923

(i) Average on-balance sheet outstanding
2005 2004
Amounts due from subsidiaries 5,708,720 4,420,623
Amounts due to subsidiaries 13,818,556 12,002,205
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40, FBEALTX B (5

(b)

(c)

(a)

BEBLE R
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i &3 2 8] R K
MEZAER
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40. RELATED PARTY TRANSACTIONS (CONTINUED)

(b}

(c)

(d)

Subsidiaries {continued)
(il On-balance sheet outstanding at the year end

2005 2004
Amountis due from subsidiaries 6,074,285 4,985,038
Amounts due to subsidiaries 14,201,751 13,641,108

Associated company

The Group maintains an unsecured and inlerest-free loan of
HK$62,000,000 (2004: HK$62,000,000) to an associated company
which is repayable in 2008.

Key management personnel

During the year, the Group entered into a number of transactions with
the Group's related parties, including its associates, and key
management personnel and their close family members and companies
controlled or significantly influenced by them. All the transactions are
in the ordinary course of business and under terms and conditions
normally applicable to customers of comparable standing. The interest
income, interest expense and emoluments for the year, average on-
balance sheet outstandings for the year and on-balance sheet
outstanding at the year end are as {ollows:

{i Income and expense for the year

2005 2004

(E#)

{restated)

Interest income 25,243 17,835
Interest expense 20,909 6,626

(i} Average advances to customers and deposits from customers

outstanding

2005 2004
Advances to customers 654,791 743,661
Dsposits from customers 782,131 924,710
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40. RELATED PARTY TRANSACTIONS (CONTINUED)
(d) Key management personnel {continued)
(i) Acdvances to customers and deposits from custormers outstanding
at the year end

2005 2004
Advances to customers 659,624 654,423
Deposits from customers 776,434 744,230

During the year, no allowance for impairment losses has been
made in respect of the above loans to related parties (2004: Nil).

{ivi Emoluments for the year
Remuneration for key management personnel, including amounts
paid to the Bank's directors as disclosed in note 10 and certain of
the highest paid employees as disclosed in note 11, is as follows:

2005 2004

Short-term employee benefits 28,240 35,760
Post-employment benefits 1,522 1,416
Equity compensation bensefits 6,464 3,916
36,228 41,092

{e} Loans to officers
Particulars of loans to officers disclosed pursuant to section 161B(9)
of the Hong Kong Companies Ordinance are as follows:

2005 2004
Aggregate amount of relevant loans
outstanding at 31st December 424,044 411,328
The maximum aggregate amount of
relevant loans outstanding
during the year 499,399 552,022
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41. MANAGEMENT OF RiSKS

The Group has established policies, procedures and limits to manage various
types of risk that the Group is exposed to. Risk management processes
and management information systems are in place to identify, measure,
manitor and conirol cradit risk, liquidity risk, market risk, operational risk
etc. The risk managerment policies, procedures and limits are approved by
the Board of Directors or its designated commitiee, and are monitored and
reviewed regularly by relevant risk management committees, such as the
Credit Committee and the Asset and Liability Management Committee
(“ALMCQO"). Internal auditors perform regular audits and independent
checking to ensure compliance with the policies and procedures.

{a) Credit risk management
Credit risk arises from the possibility that the counterparty in a
transaction may default. It arises from the lending, trade finance,
treasury, derivatives and other activities undertaken by the Group. The
Board of Directors has delegated the Group's credit risk management
to the Credit Committee, which is chaired by the Bank’s Chairman and
Chief Executive.

The credit risk management function is independent of the business
units. It oversees the implementation of credit policies and ensures the
quality of credit evaluation and approval. Credit approval is conducted
in accordance with the Group's credit policy, which defines the credit
extension criteria, the credit approval and monitoring processes, the
loan classification system and impairment policy. The credit policy also
takes into account the requirements of the Hong Kong Banking
Ordinance, guidelines issued by the HKMA and accounting standards
issued by the HKICPA with respect to large exposures and impairment
requirements.

Guidelines to manage credit risk have been laid down in the Group's
Loaning Manual, which is regularly reviewed and approved by the Credit
Committee. The Loaning Manual covers the delegated lending
authorities, credit extension criteria, credit monitoring process, loan
classification system, credit recovery and impairment policy.
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41. MANAGEMENT OF RISKS (CONTINUED)
{a} Credit risk management (continued)

0

(i)

Corporate Credit Risk

The corporate credit exposures are diversified among corporates,
middle market borrowers and SMEs. The large corporate exposures
are generally concentrated among highly rated customers. The
principal means of managing credit risk is the credit approval
process. The Group has policies and procedures to evaluate the
potential credit risk of a particular counterparty or transaction and
to approve the transaction. For corporate clients, the Group has a
detailed credit review system that is applied to each counterparty
on a regutar basis. The Group also has limits for funded exposure
to individual industries and for borrowers and groups of borrowers,
regardless of whether the exposure is in the form of loans or non-
funded exposures. The Group also has a review process that
ensures the proper level of review and approval depending on the
gize of the facility and risk grading of the credit.

The Group undertakes ongoing credit review and monitoring at
various levels. The credit policies promote early detection of
counterparty, industry or product expasures that require special
attentions. The Credit Committee oversees the overall portfolio
risk as well as individual problem loans and potential problem
loans on a regular basis.

Retail Cradit Risk

The Group’s retail credit policy and approval process are designed
based on the characteristics of the retail banking products: small
value but high volume, and relatively homogenecus transactions.
Monitoring the credit risk of retail exposures are based primarily
on statistical analyses and portfolio review with respect to different
products and types of customers. The Group reviews and revises
the product terms and customer profiles on a continual basis
according to the performance of respective portfolios and the
market practices.
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41. MANAGEMENT OF RISKS (CONTINUED)

(a)

(b)

Credit risk management (continued)

{iy Credit-related commitments
The risks involved in credit-related commitments and contingencies
are essentially the same as the credit risk involved in extending
loan facilities to customers. These transactions are, therefore,
subject to the same credit application, portfolic maintenance and
collateral requirements as for customers applying for loans.

{iv) Concentrations of credit risk

Concentration of credit risk exists when changes in geographic,
economic or industry factors similarly affect groups of
counterparties whose aggregate credit exposure is material in
relation to the Group’s total exposures. The Group's portfolio is
diversified along geographic, industry and product sectors in
accordance with the established limits approved by the relevant
risk committees.

Analysis of credit risk concentration by economic sector of respective
financial assets is disclosed in note 15 to 21 and geographical
concentration of the Group's asset is disclosed in note 38{b).

Liquidity risk management

Liguidity risk is the risk of inability to fund an increase in assets or
meet obligations as they fall due. The Group has established liquidity
management policies for ensuring adequate liquidity is maintained at
all times. The Group maintained an average liquidity ratio of 50.8% in
2005, which is well above the statutory requirement of 25%.
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41. MANAGEMENT OF RISKS (CONTINUED)

b)

{c)

Liquidity risk management (continued)

Liquidity is managed day-to-day by the treasury under the direction of
ALMCOQ. ALMCO, which comprises personnel from senior management,
treasury function, risk management, financial management and other
business areas that could affect liguidity risk, is responsible for
overseeing the liquidity risk management, in particular implement
appropriate liquidity policies and procedures, identify, measure and
monitor liquidity risk, and control over the liquidity risk management
process. The Board of Directors approves the liquidity risk strategy
and policies, maintains continued awareness of the overall liquidity risk
profite, and ensures liquidity risk is adequately managed and controlled
by senior management within the established risk management
framework.

To cater for funding requirements during ordinary course of business,
sufficient liquid assets are held and also access to the interbank market
is maintained. In addition, adequate standby facilities are maintained
in order to meet any unexpecied and material cash outflow. The Group
also performs regularly stress tests on its liquidity position to ensure
adequate liquidity is maintained at all times. The detail of the analysis
on the Group’s and Bank’s material assets and liabilities into relevant
maturity groupings based on the remaining period at balance shest
date to the contractual maturity date are set out in the note 33.

Market risk management

Market risk is the risk arising from the movements in market prices of
on- and off- balance sheet positions in interest rates, foreign exchange
rates as well as equity and commodity prices and the resulting change
in the profit / loss or reserve of the Group.

The Group is exposed to market risk on position taken or financial
instrument held or taken such as foreign exchange contracts, interest
rate contracts, fixed income and equity securities and derivatives
instruments.
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41, MANAGEMENT OF RISKS (CONTINUED}
{c) Market risk management (continued)

The Board of Directors reviews and approves the policies for the
management of market risks and trading authorities. ALMCO has been
delegated the responsibility of ¢ontrolling and monitoring market risk
including regular review of the risk exposures and the risk management
framework such as the established limits and stop-losses. The limits
are set by ALMCC and reviewed on a periodic basis with reference to
market conditions, with any material changes requiring a review by the
Board of Directors. It is the Bank’s policy that no limit should be
excaeded. Middle Office has been delegated the duties of intra-day
monitoring and ensure compliance with the policy and limits.

The Group adopts a prudent approach in managing the portfolio of
trading instruments. It reduces excessive market risk by offsetting
trading transactions or hedging the open positions by executing
derivative contracts with other market counterparties. Trading of interest
rate and foreign exchange derivative contracts forms an integral part
of the Group's trading activities, which are primarily for hedging the
trading positions or covering the customer driven positions.

The Group uses Price Value Basis Point {(*PVYBP") to monitor and limit
its interest rate risk exposure. PVBP is a technigue calculating the
change in present value of a financial instrument or a portfolio of
instruments due to a change in one basis point of interest rates. It also
provides a guick tool to evaluate the impact on profit and loss due to
a basis point movement in interest rates.




4, AR%EE (R 41. MANAGEMENT OF RISKS {CONTINUED)
{c) HTBEBETE(R) {c) Market risk management {continued)
0 FELR f) Interest rate risk
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The Group's interest rate exposures arise from lending, deposit
taking as well as treasury activities. Interest rate risk primarily
results from the timing differences in the repricing of interest-
bearing assets, liabilities and commitments, which may apply io
both banking book and trading book. It also relates to positions
from non-interest bearing liabifities including shareholders' funds
and current accounts, as wel! as from certain fixed rate loans and
liabitities. The Group's interest rate risk is manitored by the ALMCO
within limits approved by the Board, including interest rate gap
limit, product limit and PVBP limit. The Group also uses interest
rate swaps and other derivatives to manage interest rate risk.

Structural interest rate risk arises primarily from the deployment of
non-interest bearing liabilities, including shareholders’ funds and
current accounts, as well as from certain fixed rate loans and
liabilities. Structural interest rate risk is monitored by ALMCO,

The following tables indicate the expected next repricing dates (or
maturity dates whichever are earlier) for the assets and liabilities
at the balance shest date.
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41. MANAGEMENT OF RISKS (CONTINUED}
{c) Market risk management (continued)

{it Interest rate risk (continued)

Assets
Cash and short-tarm funds
Placements with banks and
other financial institutions
maturing betwaen ong and
tweive months
Trade bilfs less impaimment allowances
Trading assets
Financial assets measured at fair
value through profit of loss
Advances t¢ customers and other
account less impaiment alicwancas
Advances to banks
Held-to-maturity and available-for-sale
financial assets
Othier assets

Total assets

Liabilities

Deposits and balances of banks and
ofher fnancial institutions

Deposits from customers

Certificates of deposit Issued

Trading liabilities

Other lighilities

Lean capital

Total liahiities

Assei-fability gap

A¥Bh%E
The Group
2005
ZEARE  -EHE
=@EA E-f EIf
BT Tyearorless BSyersor  BERE 28
4%  3months  bulover  lessbul Alter Non-interest
Total orless  Jmonths  over 1 year 5 years bearing
20,083,798 19,435,975 95,335 - - 522488
2,657,380 2,559,211 58,108 - - -
652,375 645555 £,820 - - -
911,264 - 300 1,412 - 909,552
5924424 081327 1223951 3,274,944 444,202 -
55,393,692 47,715,104 3,264,783 2,762,867 39,864 1,261,074
79,191 18,982 - - - 208
15,909,430 5,789,899 219,240 8702037 1,0001%1 108,083
2,741,062 - - - - 4,141,062
104,322,616 77,206,113 4,508,538 14,741,260 1924257 5542448
1,703,026 1,160,138 432,567 16,901 - 8420
85,673,452 79,337,202 1,688,551 328,575 1,150 4,317,884
3824330 3,432,341 364,067 7931 - -
865,962 - - - - 865962
1,397,898 44,236 - - - 1,353,662
2,519,888 - - 2,515,888 - -
05,984,565 83,974,007 2505185 2,933,205 1,150 6,570,928
8,338,051 (5,767,894) 2,403,353 11,807,965 1,923,107 (1,028,480}
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41. MANAGEMENT OF RISKS (CONTINUED)
{c) Market risk management (continued)

(i Interest rate risk {continued)

Assets

Cash and short-term funds

Placemenits with banks and other
financial institutions maturing
between one and twelve months

Trade bills less impairment allowances

Trading assets

Financial assets measured at fair value
through profit or loss

Advancas 1o customers and other
accounts less impairment allowances

Advances 10 banks

Held-to-maturity and available-for-sale
financial assets

Amounts due from subsidiaries

Other assets

Tolal assets

Liabilities

Deposits and balances of banks and
other financial institutions

Deposits from customers

Certificates of deposit issuad

Trading fiabiities

Amounts due to subsidiaries

Other liabilties

Total Kablities

Assei-fiability gap

XF &
The Bank
2005
ZBARE  -§RE
=fR E-£ Eif
FHUT fyearorless Syeasor TERE £8
A% Smonths  butover  fessbul After Non-interest
Total orless  Jmonths over 1 year § years bearing
18,744,775 18,379,921 - - - 364,854
2629507 2,591,398 98,109 - - -
412,544 405,724 6,820 - - -
929,110 - 300 1,42 - 927,898
5,924,424 981,327 1,223,851 3,274,844 444,202 -
43,041,730  39.911,818 1,573,446 .67 335,544 829,243
79,19 18,882 - - - 209
15,249,952 5,758,980 180,738 8,262,035 951,221 97,078
6,074,205 248320 210,000 1445000 1,845,000 30,994
2,876,100 - - - - 2,876,100
98,062,218 70,531,341 3,353,364 13475070 3,575,961 5,126,476
1,694,613 1,152,208 432,567 76,901 - 32,93%
67,902,697 62,804,506 1,218,022 177,880 - 3702479
3,820,252 3,432,344 388,950 1,931 - -
869,748 - - - - 869,748
14,201,75¢ 7,032,897 3,320,411 3,605,499 - 234,944
936,858 44,236 - - - 892,622
89,435,119 74,466,186 5367980 3,868,221 - 5732732
6,627,000 (3,934,845 (2,014,616} 0,606,848 3,575,967 {606,256}

187



188

AR RPN aT

4. BRER W)

(c) TEEREE(A)
0 FlxmEkg )

L
BeRERES
ERGBROARR
Rt ERBRER
-E+ZBARHE)
BARBCARAELS
Fad
ARAgEE
EPZAHRARER
ERBHERA
CHCE ¥A- £
AHERAMERIH
HEZERAR
FIRENAEZES
BfpRE

BRE

A
BhiRxRAR
SRARZER
EPZER
CRfZERE
ANARAR
AfRf
BREX

Baf

B2/ (AR 2R

Notes to the Accounts

41. MANAGEMENT OF RISKS ({CONTINUED)
{c} Market risk management (continued)

() Interest rate risk {continued)

Assets

Cash and short-term funds

Placerments with banks and other
financial institutions maturing
betwaen one and twelve moriths

Trade bills less impaiment allowances

Certificates of deposit held

Trading assets

Advances to customers and other
accounts less impairment allowarices

Advances 1o banks

Held-to-maturity and available-for-sale
financial assets

Nen-trading Securities

Other assets

Total assets

Liabilities

Deposits and balances of banks and
other financial institutions

Depasits from customers

Certificates of deposit issued

Trading ligbilities

Other liabilities

Loan capital

Total lishilities

Asset-liability gap

XIRSR
The Group
2004
(&%)
(restated)
SEABE  -FRE
=4 E-f Enf

MT Tyearorless Syeasor  HEKRE 28

A3 dmonths  butover  lessbut After Non-inierest

Total orless  3months  over 1 year 5 years bearing
20529318 20,018,888 - - - 510,430
1435527 1,337,360 98,167 - - -
561124 540,509 10,282 - - 333
30,000 30,000 - - - -
30,808 - - 153 - 30,655
4,582,402 40648542 3283779 3244068 1,016,982 1,388,931
110,865 - 110,865 - - -
18867918 4885228 1968270 9706763 2307657 -
1,520,822 3,060 8288 325498 0903288 280,698
2,789,320 - - - - 2,789,320
95,448,104 67463677 5479651 13276482 4227427 5,000,367
1208582 955,146 216,225 - - 8,212
78,569,161 70,618,611 2,364,744 373,048 1,678 5,211,080
4616090 3,653,923 563,567 396,600 - -
8,626 - - - - 8,628
1,103,456 41,288 - - - 1,062,168
2,526,485 - - 2526485 - -
88,033,402 75268967 3144538 3,298,133 1,678 6,320,088
7414702 (7805290) 2335115 6978349 4226249 (1,319,711}
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41, MANAGEMENT OF RISKS (CONTINUED)
{c) Market risk management (continued)

(il Interest rate risk (continued)

Assets

Cash and short-term funds

Placements with banks and other
financial institutions maturing
between one and twelve months

Trade bilts less impairment allowances

Certificates of deposit held

Trading assefs

Advances 10 customers and other
accounts less impaiment allowances

Advances to banks

Held-to-maturity and available-for-sale
financial assets

Non-trading securities

Amounts dug from subsidiaries

Other assets

Total assets

Liabilities

Deposits and balances of banks and
other financial institutions

Dsposits fram customers

Certificates of deposit issued

Trading liabilities

Amounts due to subsidiarias

Other Habilities

Total tiabiities

Asset-liablity gap

AF &

The Bank

2004

(&%)

(restated)

ZHEARE  -FKLE
=fiR E-£ L3S

FHT iyearorless Syeasor  AFHE 28
&5 Irmonths  butover iess but After Non-interest
Tota! orless  dmenths over T year 5 years bearing
10,090,535 19,546,102 - - - 444433
1,408,389 1,310,222 58,167 - - -
387,243 376,567 10,282 - - 304
30,000 30,000 - - - -
18,854 - - 153 - 18,741
30657560 34,353,004 1,941,060 1438447 964,456 960,595
110,865 - 110865 - - -
18,362,534 4726892 1944942 9511910 2,198,790 -
1,407 308 - - 286709  B4TB38 272763
4985038 1946062 270000 1,440,000 1,305,000 23976
2,872,258 - - - - 2872258
88,250,626 62,288,849 4375316 12677215 5316082 4,593,160
1205408 051558 216225 - - 37,626
63,008,291 56,475,981 1720654 206,89 - 4635467
4621145 3653924 568621 398,600 - -
8,626 - - - - 8,628
13,641,108 6435958 1,765,355 5,269,245 - 170,550
635,963 41,288 - - - 504,68
83210534 67,558,709 4270855 5874034 - 5,506,936
6,040,092 (0,260,860) 104461 63803185 5316082  (913.776)
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41. MANAGEMENT OF RISKS (CONTINUED)
{c) Market risk management (continued)
(i} Interest rate risk {continued}
The following table indicates the effective interest rates for the last
month of the year:

KFRITER KFR
The Group The Bank
2005 2004 2005 2004
Placement with banks and
other financial institutions 4.51 3,37 4.51 3.37
Trade bills and advances
10 customers 6.08 3,49 5.92 317
Debt securities 4.40 3.30 4.45 3.33
5.37 3.42 5.21 3.26
Deposits and palances of banks
and other financial institutions 3.7 1.83 3.74 1.87
Deposits from customers 3.69 .58 3.77 1.66
Certificates of deposit issued 3.73 2.34 3.73 2.34
Loan capital 5.32 5.32 5.32 5.32
3.74 1.74 3.82 1.85

(i) Currency Risk

The Group foreign exchange positions arise from foreign exchange
dealing, commercial banking operations and structural foreign
currency exposures arising from capita! investment in subsidiaries
and branches outside Hong Kong, mainty in US doftar, Macau
Patacas and Renminbi, are managed by ALMCO. All foreign
exchange positions are managed by the ALMCO within limits
approved by the Board of Directors.

The net positions or net structurat positions in foreign currencies
are disclosed when each currency constitutes 10% or more of the
respective total net position or total net structural position in all
foreign currencies.
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41, MANAGEMENT OF RISKS (CONTINUED)
{c} Market risk management (continued)

(il Currency Risk (continued)

XFRITED
The Group
2005 2004
EX A L Ayt
in millions of HK$ equivalent uss$ Total uss Total
Spot assets 31,689 51,872 27,044 43,484
Spot liabilities (32,431} (52,130) (28,388} (44,775)
Forward purchases 5,396 1,871 4,307 5,100
Forward sales (3,257} {5,783) (2,417) {3,233
Net long positions 1,397 1,630 546 576
KIREE
The Group
2005 2004
ABE  AER Yok
In millions of Maca:  Chinese e Bt Macau £n #it
HKS equivatent Patacas  Renminbi Us$ Total  Patacas uss Total
Net structural positions 204 192 A7 713 110 218 328
KFHRIT
The Bank
2005 2004
T Uy E )
In milions of HK$ equivalent uss Total Us$ Total
Spot assets 30,706 50,587 26,365 42,765
Spot liabilities (31,683) (51,291) (27,752} (44,067)
Forward purchases 5,396 7,871 4,307 5073
Forward sates (3,257) {5,775) (2,417} {3,233)
Net long positions 1,162 1,392 503 538
*¥E4
The Bank
2005 2004
A% AR% p-ol
in mlions of Macau  Chinesa En it Maca E3 :H
HK$ equivalent Palacas  Renmingi UsS Total  Patacas Us$ Totel
Net structural positions {583} 192 a7 (74) (583} 218 (365)
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4. BARBEE A 41. MANAGEMENT OF RISKS (CONTINUED)
(d) SERKTE {d) Operational risk management
LERRTERASERTRE Operational rigk is defined as the risk of loss resulting from inadequate

or failed internal processes, people and systems or from external events.

The Group's risk management framework is established to control risks
at both corporate and departmental levels. The underlying management
principle is built upon a long-standing culture of high integrity and risk
awareness fostered by senior executives of the Group.

The framework consists of governing policies with control measures to
ascertain absolute compliance by all operating units. These measuras
are directed, controlled and held to account by operation management
committees chaired by senior executives. Regular reviews are performed
by the committees to ensure proper functioning of internal controls
and to identify improvement opportunities.

Furthermore, independent reviews are conducted by the Group's Internal
Audit Division to measure the effectiveness of the Group's system of
internal controts. This division reports to the Audit Committee to ensure
the framework is managed with high standards of probity.
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42, STAFF BENEFITS
{a} Retirement schemes

(b)

2005 2004

Retirement benefit costs (Note 5(g)) 36,267 35,203

The Group operates both a Mandatory Provident Fund Exempt ORSO
Scheme (the "ORS0O Scheme”} which is registered under the
Occupational Retirement Schemes Ordinance and two Mandatory
Provident Fund Schemes {the “MPF Schemes”) established under the
Mandatory Provident Fund Ordinance to cover all qualifying employees
in Hong Kong. As from 1st August, 2004, the ORSO Scheme has
been frozen as employees and the employer have made the
contributions to MPF Scheme instead. In addition, a defined contribution
scheme was established on 3rd January, 2001 to cover all qualifying
employees in Macau at various funding rates, in accordance with the
local practice and requirements. The costs of these schemes are
charged to the profit and loss account for the year and the assets of
these schemes are held separately from the Group. Any forfeiture
amount under the MPF Scheme is refunded to the Group when the
member leaves employment prior to the employer's voluntary
contributions being vested fully.

Equity compensation benefits

(i) Share Option Scheme
Pursuant to the approved Share Option Scheme, the directors are
authorised, at their discretion, to invite certain executives, to take
up options to purchase ordinary shares in the Bank as incentive
to them. Prior to 1st September, 2001, the option price was 80%
of the average last dealt price on The Stock Exchange of Hong
Kong Limited (*SEHK") on the five business days immediately
preceding the date of offer of such options. After 1st September,
2001, the option price sheuld be at least the higher of the closing
price of the shares on the SEHK on the date of the grant, which
must be a trading day, and the average closing price of the shares
on the SEHK for the five business days immedialely preceding the
date of grant.
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42. GREH (R
(b) R&EREH (R
6 RAEHH (&)
(1) BRERE
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@ REAEREREBRAZ
REMRARITEMNZR
HRE

EriEREes
Date of options granted

10/03/2001
15/03/2002
14/01/2003
14/03/2003
21/05/2004
14/01/2005
28/01/2005

LERBRERTRETE
F-RFEEETAF
AT

42, STAFF BENEFITS (CONTINUED)
{b} Equity compensation benefits (continued}

{i

Share Option Scheme (continued)
(1) Movements in share options

2005 2004

R{HOEAE R{nERB

Number Number

of shares of shares

At 1st January 1,105,000 740,000
Issued 350,000 535,000
Lapsed (60,000) (40,000}
Exercised (110,000) {130,000)
At 31st December 1,285,000 1,105,000

(2) Terms of unexpired and unexercised share options at balance

sheet date

2005 2004
Bt # B Bz B
2t 4l Number Number
Option price of shares of shares

bt

HK$
23.60 190,000 230,000
26.30 170,000 170,000
25.80 80,000 80,000
26.50 130,000 130,000
43.80 390,000 495,000
51.25 220,000 -
50.25 105,000 -
1,285,000 1,105,000

The options granted under the Scheme will be exercisable
between the first and the tenth anniversaries of the date of

grant.
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42, STAFF BENEFITS (CONTINUED)
(b} Equity compensation benefits (continued)

(i} Share Option Scheme {continued)

(3) Details of share options granted during the year, all of which

(4)

# - mARRENR
EaRE¥-—T-

f7{E EAf
Exercise period

21/05/2005 - 21/05/2014
14/01/2006 - 14/01/2015
28/01/2006 - 28/031/2015

RERGTEZZREZ
FHE
TEBH RHEB
Exercise date Option price
AR
HK$
14/01/2004 25.80
26/01/2004 25.80
27/01/2004 25.80
27/01/2004 23.60
08/02/2004 25.80
13/04/2004 26.30
15/04/2005 23.60
21/05/2005 43.80
31/05/2005 43.80
16/08/2005 43.80
27/08/2005 43.80

were granted with HK$1.00 consideration.

BEE
Option price
B

HK$

43.80

51.25
50.25

(4) Details of share options exercised dufing the vear

ighiiy
IEAI—R2ZEK
RT3 4 (R
Weighted

average closing
price per share

at preceding day
before exercise date
Pk

HK$

49,30
54.25
54.50
54.50
52.75
§5.00
48.20
51.00
54.50
58.90
56.40

2005 2004

BirgH B3 BE

Number Number

of shares of shares

- 535,000

220,000 -

130,000 -

350,000 535,000
2005 2004

FiT 15 W A BB E iz # B
Procesds Number Number
received of shares of shares

o
HKS

516,000 - 20,000
516,000 - 20,000
516,000 - 20,000
708,000 - 30,000
516,000 - 20,000
526,000 - 20,000
944,000 40,000 -
657,000 15,000 -
657,000 15,000 -
876,000 20,000 -
876,000 20,000 -
110,000 130,000
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42. STAFF BENEFITS (CONTINUED)
(b} Egquity compensation benefits (continued)
(i  Share Option Scheme (continued)
{5) Fair value of share optionsg and assumptions

The fair value per option at the dates of grant using the Bi-
nominal pricing model with the following assumptions were
as follows: :

B¥zBRE BTzRRE RBTzRE#E

Option granted on~ Cption granted on Option granted on

28/01/2005 14/01/2005 21/05/2004
Risk-free interest rate (%) 363 3.79 4.69
Expected life {in years) 100 10.0 10.0
Volatifity (%) 23.48 24.65 35.38
Expected dividend yield (%) 3.57 3.57 344
Estimated value per option (HK$) 11.45 11.85 17.19

The Bi-nominal pricing model was used in estimating the fair
value of share options after taking into account the exercise
price and the life of the option. Such option pricing model
requires the input of highly subjective assumptions including
the risk-free interest rate, expected volatility and dividend yield
of the shares. The changes in subjective input assumptions
can materially affect the {air value estimate.

The expected volatility is based on the historic volatility
(calculated based on the weighted average remaining fife of
the share options), adjusted for any expected changes to
future volatility due to publicly available information. Expected
dividends are based on historical dividends.
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42, STAFF BENEFITS (CONTINUED)
(b) Equity compensation benefits {continued)

0

(il

Share Option Scheme (continued)
{5) Fair value of share options and assumptions {continued)

Share options were granted under a service condition. This
condition has not been taken into account in the grant date
fair value measurement of the services received. The fair value
of the options were measured at the grant date and are
charged to the profit and loss account and credited to
shareholders' funds between the grant date and vesting date.
There were no market conditions associated with the share
option grants.

EIF

In 2004, a new EIP was approved. Pursuant to the approved EIP,
the directors are authorised, at their discretion, to invite certain
executives, 10 take up awards to vesting ordinary shares in the
Bank as incentive for them to remain in employment with the
Bank. The maximurm number of awards in respect of which awards
may be granted under the EIP may not exceed 1% of the issued
share capital of the Bank for the time being in issue within five
years of the date of approval of the plan on 22nd April, 2004. The
awards are vested between the sixth to the tenth anniversaries
after the date of grant with the following percentage of award
vesting.

HREBRZESL

Percentage of

Date Award vesting
Sixth anniversary of the date of grant 5%
Seventh anniversary of the date of grant 10%
Eighth anniversary of the date of grant 15%
Ninth anniversary of the date of grant 20%
Tenth anniversary of the date of grant 50%
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42. STAFF BENEFITS ({CONTINUED)
(b) Equity compensation benefits {continued)

(i)

EIP {continued)

The fair value per award at the date of grant which is based on
the closing price of the shares of the Bank at preceding day
before date of grant less exercise price of the award. The fair
value per award at the date of grant as follows:

Byz&EN
Award granted on
21/05/2004

Closing price of the shares of the Bank
at preceding day before date of grant 43.80
Less: Exercise price {1.00)
Estimated value per award (HK$) 42.80

The Group granted awards at no consideration for certain
employees to acquire shares of the Bank under the EIP. The shares
wilt be acquired at the nominal value of HK$1 per share under the
award. The fair value of the awards is measured at the grant date
and is charged to the profit and loss account and credited to
shareholders’ fund between the grant date and vesting dats. The
cash amount equal to the dividend that would have been paid
during the pericd up to vesting will be charged to the profit and
loss account as bonus expenses on an accrual basis.

If the Board determines to select the cash option when shares
vest, which is available under the plan, no new shares will be
issued on the date of vesting.

At 31st December, 2005, the Directors and employees of the Bank
had the following interest in award to purchase the shares of the
Bank.
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42, STAFF BENEFITS (CONTINUED}
{b) Equity compensation benefits (continued)
(i} EIP {continued)

2005
BB E
R Number
Exercise Price of shares
piii
HK$
1.00 495,000

2004
B #A
Number
of shares

485,000

43. FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value estimates are generally subjective in nature, and are made as of
a specific point in time based on the characteristics of the financial
instruments and relevant market information. Where available, the most
suitable measure for fair value is the quoted market price. In the absence
of organised secondary markets for most financial instruments, and in
particular for loans, deposits and unlisted derivatives, direct market prices
are not available. The fair value of such instruments was therefore calculated
on the basis of well-established valuation techniques using current market
parameters. In particular, the fair value is a theoretical value applicable at a
given reporting date, and hence can only be used as an indicator of the

valug realisableg in a future sale.

All valuation models are validated before they are used as a basis for
financial reporting. Wherever possible, the Group compares valuations
derived from models with quoted prices of similar financial instruments,
and with actual values when realised, in order to further validate and calibrate
the models. These techniques involve uncertainties and are significantly
affected by the assumptions used and judgments made regarding risk
characteristics of various financial instruments, discount rates, estimates of
future cash flows, future expected loss experiences and other factors.
Changes in assumptions could significantly affect these estimates and the
resulting fair values. Derived fair value estimates cannot necessarily be
substantiated by comparison to independent markets and, in many cases,

could not be realized in an immediate sale of the instruments.
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43. FAIR VALUES OF FINANCIAL INSTRUMENTS ({CONTINUED)

2005
fmE
Carrying
value
Financial assets
Cash and short-term funds 20,053,798
Placements with banks and
other financial institutions
maturing between one and
twelve months 2,657,380
Trade bills fess impairment allowances 652,375
Certificates of deposit held -
Advances to customers
less impairment allowances 54,074,272
Advances to banks 79,191
Held-to-maturity and available-for-sale
financial assets 15,909,430
Non-trading securities -
Financial liabilities
Beposits and balances of banks and
other financial institutions 1,703,026
Deposits from customers 85,673,452
Certificates of deposit issued
at amortised cost 1,902,640
Structured certificates of deposit
issued designated at inception
as fair value through profit or loss 1,921,699
Loan capital 2,519,888

XFRNEH
The Group

2004 2005
EEE AFHE
Carrying Fair
value value
20,529,318 20,053,798
1,435,527 2,657,380
551,124 652,375
30,000 -
48,566,616 54,074,272
110,865 79,191
18,867,918 15,829,097
1,620,822 -
1,208,582 1,703,026
78,568,161 85,673,452
4,616,000 1,905,045
- 1,921,699
2,526,485 2,479,972

2004
LTRE
Fair
value

20,529,318

1,435,527
551,124
30,000

48,566,616
110,865

18,859,860
1,520,822

1,209,582
78,569,161

4,587,346

2,559,456
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43. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED)

2005
B
Carrying
value
Financial assets
Cash and short-term funds 18,744,775
Placements with banks and other
financial institutions maturing
between one and twelve months 2,629,507
Trade bills less impairment allowances 412,544
Certificates of deposit held -
Advances to customers less
impairment allowances 42,235,524
Advances to banks 79,191
Held-to-maturity and available-for-sale
financial assets 15,249,952
Non-trading securities -
Amounts due from subsidiaries 6,074,285
Financial liabilities
Deposits and balances of banks and
other financial institutions 1,694,613
Deposits from customers 67,902,897
Certificates of deposit issued
at amertised cost 1,902,640
Structured centificates of deposit
issued designated at inception
as fair value through profit or loss 1,926,612
Amounts due to subsidiaries 14,201,751

The following methods and significant assumptions have been applied in

2004
R IE {5
Carrying
value

19,900,535

1,408,389
387,243
30,000

30,006,464
110,865

18,382,534

1,407,308
4,985,038

1,205,409
63,098,291

4,621,145

13,641,108

XEFRT
The Bank
2005
AFME
Fair
value

18,744,775

2,629,507
412,544

42,235,524
79,191

15,175,619

6,074,285

1,694,613
67,902,897

1,905,045

1,926,612
14,201,751

2004
AFRE
Fair
value

19,990,535

1,408,389
387,243
30,000

39,006,464
110,865

18,369,980

1,407,308
4,985,038

1,205,409
63,098,291

4,592,340

13,641,108

determining the fair values of financial instruments presented in above.

(a) the fair value of demand deposits and savings accounts with no specific
maturily is assumed to be the amount payable on demand at the

balance sheet date.

201



202

AT RL

Notes to the Accounts

43 ERIRZLTRMA A

(b)

(c)

(d)

(e)

HRERIAMDEMRE - DR
FTARNEREEE - DmHET
ARERNLFLHEBES - &
REBANEERBZERERD
ERLTREFHAEEESS
BERA ARTUER  BrH
AYRETHRRRAGRERN
g I

SAB R B ARME B RRAE
REZRNQFRE DELEH
RERERFABEHKNE S
SR RELHE - ATHBHRLLE
#FAfEE - ARBRNERE
BESTEREEMQTHES
BREEFHSEHREA AT
AR ERAELTRERR
B HRESRRHARNESR
EHNBBHTETUESR -

FETRARANAFRERE
BT - KEELTRRE
HAfE/aN LA - LRR
BIOTEMRNEHRARR -

EENMESHNNERBNHDF
B REAGLERLFAS
KRAERTEMET - BEBRTY
EEARARBRAGRLAAE
e BRASADEERBES
BHERANBZ-HMAHER
Mg REEHEHEWHEEL
BH TR (e R R &
B-AEMRANRREZES
HBEARBAEIANHER
EHESONRTNERRA
AR -SFRNBEGERAE
e AREBAMNEHBENE
HEmEMTIBAN ARR -

43. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED)

(b}

)

(d)

fe)

the fair value of variable rate financial instruments is assumed to
approximate their carrying amounts and, in the case of loans and
unquoted debt securities, does not, therefore, reflect changes in their
credit quality, as the impact of credit risk is recognised separately by
deducting the amount of the impairment loss and allowances from
both the carrying amount and fair value.

the fair value of fixed rate loans and mortgages carried at amortized
cost is estimated by comparing market interest rates when the loans
were granted with current market rates offered on similar loans.
Changes in the credit quality of loans within the portfolic are not taken
into account in determining gross fair values, as the impact of credit
fisk is recognised separately by deducting the amount of the impairment
loss and allowances from both the carrying amount and fair value.

the fair value of unquoted equity investments is estimated, if possible,
using applicable price/earnings ratios for similar listed companies
adjusted to reflect the specific circumstances of the issuers.

the fair value of forward exchange contracts and interest rate swaps is
estimated either using broker quotes or by discounting future cash
flows. Broker quotes are back tested using pricing models or discounted
cash flow techniques. Future cash flows are estimated based on
management’s best estimates of the amount it would receive or pay to
terminate the contract at the balance sheet date taking into account
current market conditions and the current credit worthiness of the
counterparties. The discount rate used is a market rate for a similar
instrument at the balance sheet date. The fair value of an option
contract is determined by applying the Black-Scholes option valuation
model. Inputs are based on market related data at the balance sheet
date.
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HKFRS 6, Exploration for evaluation of mineral resources

EAMBRELENRERAY  BERHRSOEER

HK(IFRIC} 4, Determining whether an arrangement contains a lease

ERAMTRSLEURBESE  RLEEF ERRBRACHERELBEBZEN
HK{FRIC) 5, Rights to interests arising from decommissioning,
restoration and environmental rehabilitation funds

EAMBBEEUREER  2HANTTHELZAB-BEEBIRETRE
HK(IFRIC) 6, Liabilities arising from participating in a specific market
- Waste electrical and electronic equipment

EHEMBREERREETR - REHRAHEFUNE FARERBEBR 2 EIZ
HK(IFRIC) 7, Applying the restatement approach under IAS 29
Financial reporting in hyperinflationary economies

BARGHENE19R B - BERMN-BHAR  SHFERER
Amendments to HKAS 19, Employee benefits
- Actuarial Gains and Losses, Group Plans and Disclosures

FEASREUENR 2B : MoEH2REFE

Amendments to HKAS 21, Net investment in a foreign operation

FEGHENEIN 2B SRTA-HRARIE

Amendments to HKAS 39, Financial instruments: Recognition and measurement

-HALBAARRXAZRERBHPEGER

- Cash flow hedge accounting of forecast intragroup transactions

-RBULATHEEAR
- The fair value option

-PHBAKRSS

- Financial guarantee contracts

44, POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE FOR THE
ANNUAL ACCOUNTING PERIOD ENDED 31ST DECEMBER, 2005

Up to the date of issue of these financial statements, the HKICPA has
issued the following amendments, new standards and interpretations which
are not yet affective for the accounting period ending 31st December, 2005
and which have not been adopted in these financial statements:

RT5 BN ER S

2B HREEER

Effective for accounting periods

beginning on or after

“BE/R¥—-HA—-H
1st January, 2006

ZRRAF-HF—H
1st January, 2008

ZBEX F—A—B
1st January, 2006

—ZEZR€+_-H—A8
1st December, 2005

—ERAFZH—H
1st March, 2006

“B®¥1&%-A—8
1st January, 2006

2R ¥—H—H
1st January, 2006

2R F-A-H
1st January, 2006

—BEXRFE—-HA—H
1st January, 2006

“RFERF-H—H
1st January, 2006
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4 ERBRE-_9VILIFE+=-R=+—-8 44, POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND
E2EEHBEARRNRERZE INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE FOR THE
W7 MBI RRBARELZE ANNUAL ACCOUNTING PERIOD ENDED 31ST DECEMBER, 2005
- B¢ ) (CONTINUED)

BT5 2 s

e RMEER

Effective for accounting periods
beginning on or after

BR_FRIF(FRQR (B GREDERAEEET :
Amendments, as a conseguence of the Hong Kong Companies
(Amendment) Ordinance 2005, to:

-ERGHEMNEIR  MBBERED —E¥Rf—-H—H
- HKAS 1, Presentation of financial statements 1st January, 2006
-ERAHENER  GARBUMBER —E2RAFE—A—H
- HKAS 27, Consolidated and separate financial statements 1st January, 2006
-EEMBHEERTENR : 2 HEH ZZRA¥-A—H
- HKFRS 3, Business combinations 1st January, 2006
BRVBESERNETR - SRITA-BRE —Z2Z2+F—H—H
HKFRS 7, Financial instruments: disclosures 1st January, 2007
BEAHENEI1RZEET  WBBRER : E5ER “EFt+¥-A-H
Amendment to HKAS 1, Presentation of financial statements: capital disclosures 1st January, 2007
o - B_FERAE(FE LT (B in addition, the Hong Kong Companies (Amendment) Ordinance 2005 came
MEMR-_FRRF+_-_RA—R4% into effect on 1st December, 2005 and would be first applicable to the
Bt “EEER-FESREF—F-— Group's financial statements for the period beginning 1st January, 2006.
BRKBOMERRAELRAUL AR
it
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44, POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE FOR THE
ANNUAL ACCOUNTING PERIOD ENDED 31 DECEMBER 2005
{CONTINUED)

The Group is in the process of making an assessment of what the impact
of these amandments, new standards and new interpretations is expected
to be in the period of initial application. So far it has concluded that:

- HKFRS 7 requires more detailed qualitative and quantitative disclosures,
primarily in respect of fair values and risk management. The adoption
of this standard is therefore only expected to affect the level of detail
of the disclosures, and is not expected to have any financial impact
nor result in any changes to Group's accounting policies.

- The adoption of HKFRS 6 and HK{IFRIC} 5 and the amendments to
HKAS 1, HKAS 27 and HKFRS 3 made as a result of the Hong Kong
Companies (Amendment) Ordinance 2005 are not applicable to any of
the Group’s operations and that the adoption of the rest of them is
unfikely to have a significant impact on the Group's results of operations
and financial position.

45. COMPARATIVE FIGURES
Certain comparative figures have been adjusted as a result of changes in
accounting policies. Further details of which are set out in note 4.

46. APPROVAL OF ACCOUNTS
The accounts were approved and autherised for issue by the Board of
Directors on 16th March, 2006.
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(a) BERERABHLEE

(i} BEXERELF

ELRE
BRERTMHTARRS
Bk Bk
=4
Hitb
AcBE

A MM A=
DEEGERE

EffTHHEEREESL
AU R AR

B FEERERES
ZARBEREF
REHERZER
REER
—BRREREHR
EEHE
Rk girg
AHEME

MERMEXEREBE
AXERLENNBAE

NRBENATEREH

R+ZB=+—BREAER
BERAARELE

RBABLATARLERERITR
BOHBLRRRERRITREIKE
ZREESREEAR(EERI AR
BEMERZEARENS - BERA
ARBLBZGH  RREEERR
EERRHZEERRTFRAAMA
(HTERRERERRFINER
SFAERHEAMTISER - FRED
ECRERRERE ATTRILE
EIE I

{Expressed in thousands of Hong Kong dollars

unless otherwise stated in the text)

{a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS

(i) Capital adequacy ratio

Core capital
Paid up ordinary share capita!
Share Premium
Reserves
Others
Less: Goodwill

Eligible supplsmentary capital
Reserves on revaluation
of properties
Unrealised gains on revaluation
of available-for-sale
financial assets
Unrealised gains on revaluation
of non-trading securities
Collective impairment allowances
for impaired loans and advances
General provisions for doubtful debts
Regulatory reserve
Eligible value of term subordinated
debt instruments

Total capital base before deductions
Deductions from total capital base

Total capital base after deductions

Unadjusted and adjusted capital
adeguacy ratio at 3tst December

KFRTHRE
The Group

2005 2004
(E®)

(restated)

294,021 293,911
359,929 347,034
5,838,021 5,417,947

623,129 511,811
(847,422) (847,422)

6,267,678 5,723,281
190,993 187.824
5,699 -

- 14,246

208,498 -

- 496,214

336,176 -
2,519,888 2,526,485
3,261,254 3,224,769
9,528,932 8,948,050
(405,324) {405,324)
9,123,608 8,542,726
14.9% 157%

The unadjusted capital adequacy ratio is computed on a consolidated
basis covering the Bank and certain of its financial subsidiaries as
specified by the Hong Kong Monetary Authority (“HKMA®) for its
regulatory supervision purposes, and is in accordance with the Third
Schedule to the Hong Kong Banking Crdinance. The adjusted capital
adequacy ratio incorporating market risk is computed on the same
consolidated basis, and is in accordance with module on “Maintenance
of Adequate Capital against Market Risks" under Supervisory Policy

Manual issued by the HKMA.
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{a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS (CONTINUED)
(it Average liquidity ratio for the year

Average liquidity ratio for the year

KFRITEM
The Group
2005 2004

50.8% 49.1%

The average liquidity ratio for the year includes the liquidity positions
of alk overseas branches, Hong Kong offices and financial subsidiaries,
which is the basis of computation agreed with the HKMA, and has
been computed in accordance with the Fourth Schedule to the Hong

Kong Banking Ordinance.

(b) ADVANCES TO CUSTOMERS AND OVERDUE ADVANCES - BY

GEOGRAPHICAL AREA

The geographical information has been classified by the location of the
counterparties after taking into account any risk transfer. In general, such
transfer of risk takes place if the claims are guaranteed by a party in a
country which is different from that of the counterparty or if the claims are
on an overseas branch of a bank whose head office is located in another

country.

Hong Kong

Macau

People's Republic of China
Others

Hong Kong

Macau

People's Republic of China
Others

KEHRITEN
The Group
2005
A=A
EEFER HKEZER
Total advances Overdue advances
o customers for over three months
46,779,933 263,429
5,012,975 50,982
990,269 3,510
1,618,657 3,530
54,401,834 321,451
KERITED
The Group
2004
BE=MEA
ERPER B EZEXK
Total advances Overdue advances
to customers for over three months
43,343,176 562,931
4,227,186 87,516
715,318 7.807
903,446 -
40,189,126 658,254

207




208

N HTATH L A0 A0 2 AT

Unaudited Supplementary Financial Information

(c) AMRREARNMZAE
() BERETEXHZRR

EAMZEPRK
ZBEARLEAEA
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{c) OVERDUE AND RESCHEDULED ASSETS
{iy Overdue and rescheduled advances

XFRITEME
The Group
2005 2004
HEFRS EEZER
ZEAH ZBESH
£8  %oftotal S8 % of total
Amount advances Amount advances
Gross advances to customers
which have been overdue for
& months or less but
over 3 months 84,313 0.15 148,535 0.30
1 year or less but
over 6 months 65,648 0.12 65,410 0.13
Over 1 year 171,480 0.32 444 309 0.80
321,451 0.59 658,254 1.33
Amount of collateral held 329,492 647,116
Secured balance 265,815 563,124
Unsecured balance 55,636 95,130
Individual impairment
allowances 51,608 -
Specific provisions - 89,644
Rescheduled advances 145,084 0.27 186,192 6.38

There were no overdue advances for over 3 months and rescheduled
advances to banks and other financial institutions on 31st December,
2005 and 31st December, 2004.
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(d) HEEE

EFERANBRZNEEE

(¢} OVERDUE AND RESCHEDULED ASSETS {CONTINUED)

(it Other overdue assets

AFRTAA
The Group
2004
ERES BRRE g5 BARE
Debt Trade DCebt Trade
securities biks securities bills
Other assets which

have been overdue for

6 months or less but
over 3 months - 3,529 - -

1 year or less but
over § months - - - 108
Over 1 year - 547 - 1,714
- 4,076 - 1,822
(d) REPOSSESSED ASSETS
KFRITHEM
The Group
2005 2004
Repossessed assets included in

advances to customers 86,314 193,822
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Unaudited Supplementary Financial Information

(e} CROSS-BORDER CLAIMS
The information concerning cross-border claims has been classified by the
location of the counterparties after taking into account any risk transfer. In
general, such transfer of risk takes place if the claims are guaranteed by a
party in a country which is different from that of the counterparty or if the
claims are on an overseas branch of a bank whose head office is located in
another country.

XTFRTEE
The Group
2005
RITE%E
REA
CREE S%ER
Banks and Public
other financial sector Hi =
institutions entities Others Total
Macau 1,069,529 - 5,051,067 6,120,596
People’s Republic of China 1,655,235 136,698 504,354 2,296,287
Other Asia Pacific 5,770,376 - 1,067,643 6,838,019
United States 957,664 300,635 2,008,564 3,356,863
Other North and South
American countries 1,222,935 - 400,289 1,623,224
Middle East and Africa 3,72 - 3,216 6,937
Germany 8,064,807 - 13,280 8,078,087
United Kingdom 4,865,660 - 204,425 5,070,085
Other European countries 13,101,460 - 957,342 14,058,802
36,711,387 437,333 10,300,180 47,448,900
KEROTEE
The Group
2004
RiTRE
):$:9 i)
SRBE LQEHE
Banks and Public
other financial sector Hith &3t
institutions entities Others Total
Macau 355,234 - 4,241,233 4,596,473
People’s Regpublic of China 1,424,858 15,795 564,279 2,004,932
Other Asia Pacific 7,161,851 - 1,052,747 8,214,598
United States 1,124,311 303,703 2,200,764 3,628,778
Other North and South
American countries 1,070,887 - 493 806 1,564,693
Middfe East and Africa 781 - 1,821 2,582
Germany 7,751,606 - 3,977 7,755,583
United Kingdom 4,997 717 - 170,806 5,168,523
Other European countries 10,100,714 - 638,539 10,739,253

33,987,939 319,498 9,367,878 43675415
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(h)

CAPITAL MANAGEMENT

The Group's policy is to maintain a strong capital base to support the
development of the Group’s business and to meet the statutory capital
adequacy ratio. As disclosed in note (a) above, the Group’s adjusted capital
adequacy ratio of 14.9% as at 31st December, 2005 is well above the
statutory minimum ratio of 8%.

Capital is allocated to the various activities of the Bank depending on the
risk taken by each business division. Where the subsidiaries are directly
regulated by other regulators, they are required to maintain minimum capital
according to these regulators' rules. Certain financial subsidiaries, as
specified by the HKMA, are subject to the HKMA's capital requirements for
its regulatory supervision purposes.

CORPORATE GOVERNANCE

The Bank is committed to high standards of corporats governance and has
established a number of committees under the Board of Directors including
the Executive Committee, Credit Committee, Management Committee, Asset
and Liability Management Comemittes, Audit Committee, Director Nomination
Committee and Remuneration Committee. The compositions and functions
are explained in the “Corporate Governance Report”.

COMPARATIVE FIGURES
In preparing this unaudited supplementary financial information, certain
comparative figures have been restated in accordance with the HKFRS 2.
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Major Subsidiaries

RRAXTET
g ANNEH2AR

Banco Weng Hang, S. A.
Head Office 241 Avenida de Almeida Ribeiro, Macau

AFERMBRRAT
87 BRRABPISGEFEAMITE

Wing Hang Credit Limited
Head Office 17/F., Cosco Tower, 183 Queen's Road Central

ATHBERAT
BT BFSTTEORME

Wing Hang Finance Company Limited
Head Office 9/F., 60 Gloucester Road, Wanchai
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XFREERAT Wing Hang Shares Brokerage Company Limited
BT FRiHE.208 Head Office 1/F., Chun Wo Commercial Centre
EREgEh L2 23-29 Wing Wo Street, Central
Y /—

FETIT

Major Branches
¥ HONG KONG
ag ERAEPI6IR Head Office 161 Queen's Road Central

AER  EUEHs2%
HE EEHI0RFBNAL
FrRE HHBE131-133%

Causeway Bay
Central
Johnston Road

82 Percival Street
New Henry House, 10 lce House Street
131-133 Johnston Road

BRER DuHRseid Shaukeiwan Perfact Mount Gardens, 1 Po Man Street

hill KOWLOON

AR P8 298H Kowloon 298 Nathan Road

BAE HABIH Mongkok Road 16 Mong Kok Road

Rk ROHDESTH Shamshuipo 57 Cheung Sha Wan Road

BEE  BHEseTR Yaumati 507 Nathan Road

R NEW TERRITORIES

A AFB12Z268FH Tai Po Shop F, 12-26 Tai Wing Lane

¥ ] FEHBE Tsuen Wan 35 Chung On Street

Gy | CHINA

LB AEAERETE200% Shanghai Room 2405-2408, 200 Yincheng Road Central
o 4§ A 1 2405-2408F Pudong New Area, Shanghai

#Y| IR E 50028 Shenzhen 5/F. MIF & G/F, Shun Hing Square
FREGHIFERL Di Wang Commercial Centre
5 - ME RGHE 5002 Shennan Dong Road, Shenzhen

T T EARERR 128 Sub-branch BOB, 1/F., Zhiber Building, No. 12 Fumin Road
AMAEAH1EB08 Futian District, Shenzhen

K&R Representative Office

LR LR HEEE Beijing Rocm 15A, Office Tower, Oriental Kenzo
FEMMR 48R No. 48 Dongzhimen Wai Street
FHEETTRISAR Dongcheng District, Beijing

i ¢ B T IR T Bk 3628 Guangzhou Room 2710 Peace World Plaza,

i REH27102

362 Huan Shi Road East, Guangzhou
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NOTICE IS HEREBY GIVEN that the Annual General Mesting of the Bank will be held at the Bank Reception Hall,
18th Floor, Wing Hang Bank Building, 161 Queen’s Road Central, Hong Kong on Thursday, 27th April, 2006 at 3:30
p.m. for the following purposes:

1. To receive and consider the Statement of Accounts and Reports of the Directors and Auditers for the year
ended 31st December, 2005;

2. To declare a final dividend,

3. (@ To re-elect Mr Ambrose H C Lau as Director;

(c} To re-elect Mr Michae! Y S Fung as Director;
4. To authorise the Board of Directors to fix directors' fees;
5. To re-appoint Auditors and authorise the Directors to fix their remuneration;
As special business, to consider and if thought fit, pass the following resolutions as ordinary resolutions:
8. “THAT,

{a) a general mandate be given to the Directors unconditionally during the Relevant Pariod to allot, issue i
and deal with additional shares in the capital of the Bank or grant any offers, agreements or options
which might require securities to be issued, allotted or disposed of subject to the restriction that the |
aggregate nominal amount of share capital allotted, other than for allotment under any share option
schemes or employee incentive plan for the time being adopted for the grant or issue to the employees |
of the Bank and its subsidiaries of shares of the Bank, shall not exceed 20% of the aggregate nominal
‘ amount of the share capital of the Bank in issue at the date of this Resolution; and

(b) To re-elect Mr Frank J Wang as Director;

| (b} for the purpose of this Resolution:
: "Relevant Period” means the period from the passing of this Resolution until whichever is the earlier of:
: (i the conclusion of the next Annual General Meeting of the Bank;

' (i) the expiration of the period within which the next Annual General Meeting of the Bank is
required by law to be held; and

(i) the revocation or variation of the authority given under this Resolution by ordinary resolution of
the shareholders in general meeting.”
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“THAT,

(a) subject to paragraph (b) below, the exercise by the Directors of the Bank during the Relevant Period
(as defined in Resolution No. 6(b) in the notice of this meeting) of all the powers of the Bank to
purchase shares in the capital of the Bank be and is hereby generally and unconditionally approved,;
and

{b) the aggregate nominal amount of shares of the Bank which may be purchased by the Bank on The
Stock Exchange of Hong Kong Limited under the Hong Kong Code on Share Repurchases pursuant to
approval in paragraph (a) above shall not exceed 10% of the aggregate nominal amount of the share
capital of the Bank in issue at the date of this Resolution, and the said approval shall be limited
accordingly.”

“THAT, the general mandate granted to the Directors to allot shares pursuant to the Resolution No. 6 of the
notice of this meeting be and is hereby extended by the addition to the aggregate nominal amount of the
share capital which may be allotted or agreed to be allotted by the Directors pursuant to such general
mandate an amount representing the aggregate nominal amount of the share capital of the Bank repurchased
by the Bank under the authority granted pursuant to the Resolution No. 7 of the notice of this mesting.”

The Register of Members will be closed from Monday, 24th April, 2006 to Thursday, 27th April, 20086, both days
inclusive, during which period no share transfers will be registered.

The proposed final dividend of HK$1.60 per share, if approved, will be paid on Monday, 15th May, 2006 to
shareholders whose names are on the Register of Members on 27th April, 20086.

By Order of the Board
Louis C W Ho
Director and Secretary

Hong Kong, 16th March, 2006

Notes:
1.

In order to qualify for the proposed dividend, all transfers accompanied by the relevant share certificates must be lodged
with the Registrars of the Bank, Computershare Hong Kong Investor Services Limited, Shops 1712-1716, 17/F, Hopeweli
Centre, 183 Queen's Road East, Wanchai, Hong Kong, not later than 4:00 p.m. on Friday, 21st April, 2008.

A shareholder entitled to attend and vote at the Meeting is entitled to appoint one or more proxies to attend and, on a
poll, vote instead of him. A proxy need not be a shareholder. All proxies must be deposited at the Registrars of the Bank
not later than 48 hours before the time fixed for holding the Maeting.

As a good governance practice, the Chairman intends to demand a poll on each of the resolutions set out in this Notice of
Meeting.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

accountant or other professional adviser.

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should
consult a stockbroker or other registered dealer in securities, a bank manager, solicitor, professional

If you have seold or transferred all your shares in Wing Hang Bank, Limited, you should at once hand

this circular to the purchaser or transferee or to the bank, stockbroker or other agent through whom the
sale or transfer was effected for transmission to the purchaser or transferee.

circular.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever

for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this

2 »
z 2
ER |
Yo B O |
WING HANG BANK, LIMITED 2 E 2
(Incorporated in Hong Kong with limited liahility) ,:‘,__i, T m
(Stock Code: 302) e, O |
‘:_--\':‘J -
‘.;r."".‘ = -
RE-ELECTION OF DIRECTORS
AND

GENERAL MANDATES TO ISSUE SHARES AND
TO REPURCHASE SHARES OF THE BANK

The notice of Annual General Meeting of Wing Hang Bank, Limited to be held at the Bank’s Reception

Hall, 18th Floor, Wing Hang Bank Building, 161 Queen’s Road Central, Hong Kong on Thursday, 27th
April, 2006 at 3:30 p.m. (*Annual General Meeting™) is set out in the Bank’s 2005 Annual Report.

Whether or not you are able to attend the Annual General Meeting please complete the accompanying
form of proxy in accordance with the instructions printed thereon and return it to the Registrars of the
Bank, Computershare Hong Kong Investor Services Limited, Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong as soon as possible and in any event not less than

48 hours before the Annual General Meeting. Completion and delivery of the form of proxy will not
preclude you from attending and voting at the Annual General Meeting should you so wish.

4th April, 2006




LETTER FROM THE BOARD

WING HANG BANK, LIMITED

{Incorporated in Hong Kong with limited liability)
(Stock Code; 302)

Registered Office:
161 Queen’s Road Central
Hong Kong

Directors:

Dr Patrick Y B Fung (Chairman and Chief Executive)

Dr Cheng Hon Kwan, G8Ss, Jp *

Mr Ambrose H C Lau, G8s, /P *

Dr Simon K Y Lee, /7 *

Mr Tung Chee Chen *

Mr Aloysius H'Y Tse *

Mr Alan R Griffith *

Mr Kenneth A Lopian*

Mr Andrew M Gordon *

Mr Frank J Wang (Deputy Chief Executive)

Mr Michael Y S Fung (Executive Director)

Mr Louis C W Ho (Executive Director)

* Independent non-executive directors
f Non-executive directors

4th April, 2006
To the shareholders

Dear Sir or Madam,

RE-ELECTION OF DIRECTORS
AND
GENERAL MANDATES TO ISSUE SHARES AND
TO REPURCHASE SHARES OF THE BANK

INTRODUCTION

The purpose of this circular is to seek your approval of proposals:- (i) to re-elect Directors and (ii}

to grant general mandates to the directors of Wing Hang Bank, Limited (“the Directors”) to issue shares

and 1o repurchase shares of Wing Hang Bank, Limited (“the Bank™) and to provide you with information

in connection with such proposals. Your approval will be sought at the forthcoming Annual General

Meeting.
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RE-ELECTION OF DIRECTORS

The Directors retiring by rotation in accordance with the Bank’s Articles of Association are Messrs
Lau Hon Chuen, Ambrose, Alan R Griffith, Frank John Wang and Fung Yuk Sing, Michael. Messrs Lau
Hon Chuen, Ambrose, Frank John Wang and Fung Yuk Sing, Michael, being eligible, offer themselves for
re-election. Upon retirement from The Bank of New York, Mr Alan R Griffith has given notice (o retire
from the Board at the conciusion of the Annual General Meeting to be held on 27th April, 2006. Details
of the Directors who are proposed to be re-elected at the forthcoming Annual General Meeting are set out
in Appendix I to this circular.

GENERAL MANDATE TO ISSUE SHARES AND TO REPURCHASE SHARES

At the annual general meeting of shareholders of the Bank held on 21st April, 2005 approval was
given by sharcholders for the granting of, inter alia, a general mandate to the Directors to repurchase
shares of the Bank on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) up to 10% of
the issued share capital of the Bank at the date of passing the relevant resolution and to add the number
of shares repurchased to the general mandate granted to the Directors to issue additional shares up to
20% of the aggregate nominal amount of the issued share capital of the Bank at the date of passing the
relevant resolution.

In accordance with the terms of the approval, these general mandates will shortly expire on 27th
April, 2006 upon the conclusion of the forthcoming Annual General Meeting of the Bank to be held on
that day. To keep in line with current corporate practice, resolutions will be proposed to renew these
mandates and the explanatory statement required by the Listing Rules {the “Explanatory Statement™) to
be sent to shareholders in connection with the proposed share repurchase mandate are set out in the
Appendix 11 to this circular.

At the forthcoming Annual General Meeting, ordinary resolutions, among others, will be proposed
to:—

(i) grant the Directors a general mandate to repurchase on the Stock Exchange shares representing
up to 10% of the issued share capital of the Bank as at the date of the resclution until the
next Annual General Meeting or such earlier period as stated in the ordinary resolution;

(i1)  grant the Directors a general mandate to allot, issue and deal with additional shares with an
aggregate nominal value not exceeding 20% of the aggregate nominal amount of the issued
share capital of the Bank as at the date of the resolution until the next Annual General
Meeting or such earlier period as stated in the ordinary resolution; and

(iii) extend the general mandate which will be granted to the Directors to allot, issue and deal
with additional shares by adding to it the number of shares repurchased after the granting of
the general mandate to repurchase shares,
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RIGHT TO DEMAND A POLL

Pursuant to Article 69 of the Bank’s Article of Association, at any general meeting a resolution put
to the vote of the meeting shall be decided on a show of hands unless (before or on the declaration of the
result of the show of hands or on the withdrawal of any other demand for a potl) a poll is duly demanded.
Subject to the Companies Ordinance, a poll may be demanded by:-

(a)

{b)

(©)

(d)

the chairman of the meeting; or
at least three Members present in person or by proxy and entitled to vote at the meeting; or

any Member or Members present in person or by proxy and representing in the aggregate
not less than one-tenth of the total voting rights of all Members having the right to attend
and vote at the meeting; or

any Member or Members present in person or by proxy and holding shares conferring a
right 1o attend and vote at the meeting on which there have been paid up sums in the
aggregate equal to not less than one-tenth of the total sum paid up on all shares conferring
that right.

As a good governance practice, the chairman intends to demand a poll on each of the resolutions
set out in the Notice of Annual General Meeting,

RECOMMENDATION

Your Directors consider that these general mandates are in the interests of the Bank and its
shareholders and accordingly recommend that all sharcholders vote in favour of the resolutions at the

forthcoming Annual General Meeting of the Bank.

Yours faithfully,
Patrick Y B Fung
Chairman and Chief Executive




APPENDIX 1 DETAILS OF RETIRING DIRECTORS
PROPOSED FOR RE-ELECTION

Mr Lau Hon Chuen, Ambrose, GBS, JP
Independent Non-Executive Director and a member of Director Nomination Committee

Aged 58. Obtained LL.B degree from the University of Lendon and is a Solicitor of the High
Court of the HKSAR, a China-Appointed Attesting Officer and a Notary Public. The Senior Pariner of
Messrs Chu and Lau, Solicitors and Notaries. Awarded “Gold Bauhinia Star” by the HKSAR Government
in 200i. A Standing Committee member of the National Committee of the Chinese People’s Political
Consultative Conference and a member of the Board of the Hong Kong Mortgage Corporation Limited.
Mr Lau is an Independent Non-executive Director of Beijing Enterprises Holdings Limited, Glorious Sun
Enterprises Limited, Guangzhou Investment Company Limited, GZI Transport Limited, Qin Jia Yuan
Media Services Company Limited and The Hong Kong Parkview Group Limited. Joined the Board of the
Bank in 1996.

Mr Lau does not have any relationship with any directors, senior management or substantial or
controlling shareholders of the Bank. As at the Latest Practicable Date, Mr Lau is interested in 71,500
shares within the meaning of Part XV of the Securities and Future Ordinance (“SFO”).

There is no service contract between Mr Lau and the Bank. Mr Lau receives a director’s fee of
HK$100,000 per annum.

Save as disclosed herein, there are no other matters that need to be disclosed pursuant to Rule
13.51(2) sub-paragraphs (h} to (v} of the Listing Rules or to be brought to the attention of the shareholders
of the Bank.

Mr Frank John Wang
Executive Director and Deputy Chief Executive

Aged 54. Obtained MBA degree from Cornell University in 1979. Joined the Bank and appointed a
Director and Deputy Chief Executive in June 1999. Concurrently a Managing Director of The Bank of
New York, a substantial shareholder of the Bank. Has extensive credit control experience. A member of
the Executive Committee, Credit Committee and Management Committee of the Bank. A member of
Deposit Taking Company Advisory Committee. Mr Wang does not hold directorship in other listed
companies at the present time or in the past three years.

Save as disclosed, Mr Wang is not connected with any other directors, senicr management or
substantial or controlling shareholders of the Bank. As at the Latest Practicable Date, Mr Wang is
interested in shares of the Bank within the meaning of Part XV of the SFO but currently not holding any
shares. Share options were granted to him to subscribe for 180,000 Shares pursuant to Share Option
Scheme and awards to subscribe for 395,000 Shares pursuant to Employee Incentive Plan.

There is no service contract between Mr Wang and the Bank. Mr Wang receives a director’s fee of
HK$100,000 per annum.

Save as disclosed herein, there are no other matters that need to be disclosed pursuant 1o Rule
13.51(2) sub-paragraphs (h) to (v) of the Listing Ruies or to be brought to the attention of the shareholders
of the Bank.

—4-




APPENDIX 1 DETAILS OF RETIRING DIRECTORS
PROPOSED FOR RE-ELECTION

Mr Fung Yuk Sing, Michael
Executive Director and Senior General Manager

Aged 56. Obtained BA degree from Carlton University in Ottawa, Canada. Joined the Bank in
1978 and appointed a Director in 1992. A member of the Executive Committee, Credit Committee and
Management Commitiee of the Bank and a Director of numerous subsidiaries within the Group. Mr Fung
does not hold directorship in other listed companies at the present time or in the past three years. Mr
Fung is a council member of The Hong Kong Liver Foundation. He is the brother of Dr Patrick Y B
Fung, Chairman and Chief Executive of the Bank, the brother-in-law of Mr Louis C W He, Director and
Secretary of the Bank.

Pursuant to a shareholders’ agreement dated 22nd August, 1996, BNY International Financing
Corporation, Dr Patrick Y B Fung, Mr Michael Y § Fung, Po Ding Company Limited, YKF Holding
Corporation and Majestic Investment Company Limited agree to retain joint control over an aggregate of
37.5% of the share capital of the Bank. According to Part XV of the SFO, the parties are, therefore, each
deemed to be interested in 110,265,188 shares of the Bank.

Save as disclosed, Mr Fung is not connected with any other directors, senior management or
substantial or controlling shareholders of the Bank.

As at the Latest Practicable Date, Mr Fung and his family are interested in 3,060,000 shares within
the meaning of Part XV of the SFO. Share options were granted to him to subscribe for 180,000 Shares
pursuant to Share Option Scheme and awards to subscribe for 325,000 Shares pursuant to Employee
Incentive Plan. In addition, 58,893,600 shares held through corporations in which Dr Patrick Y B Fung,
Mr Michael Y S Fung and Mr Louis C W Ho's spouse together with the other parties are eligible
beneficiaries.

There is no service contract between Mr Fung and the Bank. Mr Fung receives a director ‘s fee of
HK$100.000 per annum.

Save as disclosed herein, there are no other matters that need to be disclosed pursuant to Rule
13.51(2) sub-paragraphs (h) to (v) of the Listing Rules or to be brought to the attention of the shareholders
of the Bank.




APPENDIX II EXPLANATORY STATEMENT

The following is the Explanatory Statement required to be sent to shareholders pursuant to the
Listing Rules in connection with the proposed general mandate for repurchase of shares and also constitutes
the memorandum required under section 49BA of the Companies Ordinance:~

(i)

(ii)

(iii)

(iv)

)

At the forthcoming Annual General Meeting a resolution will be proposed that the Directors
be given a general mandate to exercise all powers of the Bank to repurchase on the Stock
Exchange fully paid-up ordinary shares of HKS$1.00 each in the capital of the Bank
representing up to a maximum of 10% of the share capital of the Bank in issue on the date
the resolution is passed (“the Repurchase Mandate™). Based on the 294,040,500 shares of
HK$1.00 each in the Bank (“Shares™) in issue as at 30th March, 2006 (ithe latest practicable
date prior to the printing of this circular), the Bank will therefore be allowed under the
mandate to repurchase a maximum of 29,404,050 Shares.

Although the Directors have no present intention of repurchasing any Shares, they believe
that the flexibility afforded by the Repurchase Mandate will be beneficial to the Bank and
its shareholders. Trading conditions on the Stock Exchange have sometimes been volatile in
recent years and if there are occasions in the future when depressed market conditions arise
and Shares are trading at a discount to their underlying value, the ability of the Bank to
repurchase Shares will be beneficial to those shareholders who retain their investment in the
Bank since their percentage interests in the assets of the Bank will increase in proportion to
the number of Shares repurchased by the Bank. Furthermore, the Directors’ exercise of the
mandate granted under the Repurchase Mandate may lead to an increased volume of trading
in Shares on the Stock Exchange.

The Directors propose that repurchases of Shares under the Repurchase Mandate will be
financed from the available cash flow or working capital facilities of the Bank and its
subsidiaries. In repurchasing Shares, the Bank may only apply funds legally available for
such purpose in accordance with the Memorandum and Articles of Association of the Bank
and the laws of Hong Kong.

There may be material adverse impact on the working capital or gearing position of the
Bank (as compared with the position disclosed in its most recent published audited accounts
for the year ended 31st December, 2005) in the event that the proposed share repurchases
are to be carried out in full at any time during the proposed repurchase period. However, the
Directors do not propose to exercise the Repurchase Mandate to such extent as will, in the
circumstances, have a material adverse effect on the working capital requirements of the
Bank or the gearing levels which in the opinion of the Directors are from time to time
appropriate for the Bank.

There are no Directors or (to the best of the knowledge of the Directors, having made all
reasonable enquiries) any associates (as defined in the Listing Rules) of the Directors of the
Bank who have a present intention, in the event that the Repurchase Mandate is granted by
shareholders, to sell Shares to the Bank.
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(vi)

(vii)

(viii)

(ix)

(x)

The Directors have undertaken to the Stock Exchange to exercise the power of the Bank to
make purchases pursuant to the Repurchase Mandate in accordance with the Listing Rules
and the laws of Hong Kong.

If as a result of a share repurchase a shareholder’s proportionate interest in the voting rights
of the Bank increase, such increase will be treated as an acquisition for purposes of Rule 32
of the Hong Kong Code on Takeovers and Mergers {“Takeovers Code™). As a result a
shareholder, or group of shareholders acting in concert, could obtain or consolidate control
of the Bank and become obliged to make a mandatory offer in accordance with Rule 26 and
32 of the Takeovers Code. However having regard to the shareholdings, as disclosed under
“Substantial Shareholders’ Interests” under page 39 of the 2004 Annual Report, the Directors
are not aware of any consequences which would arise under the Takeovers Code as a
consequence of any purchases pursuant to the Repurchase Mandate,

No purchases have been made by the Bank of its Shares in the six months prior to the date
of this circular.

No connected persons of the Bank (as defined in the Listing Rules) have notified it of a
present intention to sell Shares of the Bank to the Bank and no such persons have undertaken
not to sell any such Shares to the Bank in the event that the Repurchase Mandate is granted
by shareholders.

The highest and lowest prices at which Shares had traded on the Stock Exchange in each of
the previous twelve months were as follows:—

Highest Lowest

HK3 HK$

2005: April 50.25 47.40
May 56.00 49.20

June 55.50 50.50

July 55.95 50.70

August 59.20 55.30
September 58.00 55.20

October 57.15 52.30
November 55.75 52.95
December 55.95 52.40

2006: January 57.80 54.15
February 64.20 55.30

March (up to the Latest Practicable Date) 69.00 60.15
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WING HANG BANK, LIMITED RECEIVED

(Incorporated in Hong Kong with limited liabitity 0y UL (4 P 2% “N
(Stock Code: 302)

PFICE OF INTERMATIOHAL
FORM OF PROXY CORPORATE FINANCE
/We!
of being
the registered holder(s) of 2 shares of HK$1.00 each in Wing Hang Bank,
Limited hereby appoint the Chairman of the Meeting® '
of.

as myfour proxy 1o attend and vote® for me/us and on my/our behalf at the Annual General Meeting of the Bank and
at any adjournment thereof to be held at the Bank Reception Hall, 18th Floor, Wing Hank Bank Building, 161
Queen’s Road Central, Hong Kong on Thursday, 27th April, 2006 a1 3:30 p.m. and to vote for me/us as indicated
below:-

RESOLUTIONS FOR AGAINST
1. | To adopt the Statement of Accounts and Reperts of the Directors and
Auditors for the year ended 31st December, 2005.

To declare a final dividend.

3.1 a. Tore-elect Mr Ambrose H C Lau as Director.

b. To re-elect Mr Frank J Wang as Director.

¢. To re-elect Mr Michael Y § Fung as Dircctor.

To authorise the Directors to fix directors’ fee.

To re-appoint KPMG as Auditors and authorise the Directors to fix
their remuneration.

6. | To give a general mandate to the Directors uncenditionally to allot,
issue and deal with additional shares not exceeding 20% of the issued
share capital of the Bank.

7. | To give a general mandate to the Directors Lo repurchase shares of the
Bank not exceeding 10% of the issued share capital of the Bank.

8. | To extend the general mandate granted to the Directors to allot shares
pursuant to item 6.

Dated this day of 2006

Signature of shareholder(s):

Full Name:

Notes:

1. Full name(s} and address(es) to be inserted in BLOCK CAPITALS.

2. Please insert the number of shares regisiered in your name(s). If no number is inserted, this form will be deemed to relate to ali the shares
in the Bank registered in your name(s).

3. If you wish to appoint a proxy other than the Chairman of the Meeting, please strike out “the Chairman of the Meeting” and insert the

name and address of the person you wish to appoint in the space provided, ANY ALTERATION MADE TO THIS FORM OF PROXY
MUST BE INITIALLED BY THE PERSON WHO SIGNS IT.

4. IMPORTANT: Please indicate with an “+™ in the appropriate space beside each of the resolutions how you wish the proxy to vote on
your behalf. In the absence of any such indication, the proxy will vote fer or against the resolution or will abstain at his discretion.
' 5. In the case of joint shareholders, the vote of the senior who tenders a vote, whether in persen or by proxy, shall be accepted to the

. exclusion of the vote(s) of other joint holder(s) and for this purpose seniority shall be determined by the order in which the names stand in
| the Register of Members.

i 6. This form of proxy must be signed by you or your attorney duly authorised in writing. In the case of a corperation, this form must be
executed under seal or under the hand of an officer or attorney duly authorised.
1. To be valid. this form of proxy together with the power of attorney or other authority (if any) under which it is signed or a notarially

certified copy thereof must be deposited with the Registrars of the Bank, Computershare Hong Kong Investor Services Limited, Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, not later than 48 hours before the time for
holding the meeting or adjourned meeting.

8. A shareholder entitled to attend and vote at the Meeting is entitled to appoint a proxy fo attend and vote instead of him. A proxy need not
be a sharcholder of the Bank,
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(3 Note 8)

(3£ Note 8)

jote 10)

(2 Note 3)

| il AU TASARIE R

Al rIvI
AEERMR (R A7 ) % 1% AR
les i Companies Ordinance s. 107(1
Companies Registry { ?‘?[‘b e (‘-')%; Form
EEHEIE |mportant Notes Coonr OT R TERRATIONAL

ERRATIDN
o XEHIWeM (RARAM) - G CUALE FRIANCE
MARGAKIED - - A F] {8 8t Company Number

e Please read the accompanying notes before completing this form. 5929
Please print in biack ink.

1 /A H 4T Company Name
Wing Hang Bank, Limited

2 T % 4T Business Name
N/A

3 A HEEB Type of Company
REEHERBAL ~ 8 Please tick the relsvant box
[] smAElaALT ] st

Private Company having a share capital Others

4 ZAr#EF:HHE Date of this Return
AHFERIBLABDRETHIIOPBLHETEH 27 4 2006

The information in this Return is made up to

g DD A MM EZEYYYY
(BEBENEA LT « XEFRBFIGERE L GRS B FFE LA
WH - WBREAT  FABORBIEBREL GAEA G B LU TE
ABNEERMY B L -

For a private company having e share capital, the information In this Return should
be made up to the anniversary of the date of incorperation. For other companies,
the information shouid be made up to the date of the annual general meeting
(AGM) or the date of written resolution passed in lieu of AGM.)

5 oF i #8 ¥ R fib ik Address of Registered Office
161 Queen's Road Central, Hong Kong
6 fE Ef#b#k E-mail Address

#1r A #K £ Presentor’s Reference % 7 1% K & # For Official Use . . .
¥ 44 Name: Wing Hang Bank, Ltd. Corrspan;e:; Regiztry
Hb BE Address: 2/F., 161 Queen's Road Central - - -
Hong Kong ‘:4.305,&‘906 15:49:21
Submission Ho.: ZRE03291341
CR NO.: 005929
Sh. Form.: AR1L
WES Tel 28525752 M@K Fax 28154119 Reverue Code Amost (HKD)
E-mail Address: | ooDtmommhememo TmmmmmTTTTO T
BEELE 27 +140.00
# 8 Reference: | T
Receipt Ho. HMethod Amowntf HKD)
IGERHEEE 212004 (ENT) (2004 4£28) | mmmmmmsmomoo mesmsss mmmsmeseeoeeeooo
Specification No. 2/2004 (Revision) (Feb. 2004} 282260047474 Cazh F140.00
Total Paid $140.00







LR AN R ]

7 ¥#iB K I Mortgages and Charges

BRELAHBROY  FTAARB(OTHA) FORELERAEANLAFERARREENER
ERENREZEESE
Total Amount outstanding as of the Date of this Return on all mortgages and charges which are required
to be registered with the Registrar of Companies pursuant fo sections 80 and 82 of the Companies

Ordinance

Nil
@ Note1) 8 AN FRE B 8 H Number of Member(s) of a Company Not Having a Share Capital
(B RLE802) I FRMEALTT  Company having & share capital need not complate this section)
BEXAPRHEEOHENERANE
Number of member(s) as at the Date of this Return
Note12) 9 [ A Share Capital
(ERR ARy FIEEEIE O B2 10 3  Company not having a share capital need not complete sections 9 & 10)
WEXRBHFE O B As at the Date of this Return
EERE ERTRE
Authorized Issued Share Capital
Share Capital
SrRE ERfTREN
BT TR G ERfTREOR E#kxgE
& £ % B AE BiowE B H M HE (AAaEaH)
Class of Total Number of | Nominal Value | Total Nominal Value | Total Paid up Value
Shares Nominal Value t | Shares Issued | of Each Share | of Shares issued + | of Shares Issued f
Jssued T (excluding premium)
(a) (b} {a) x (b)
Ordinary |HKD450,000,000{294,080,500 HKD1 HKD294,080,500 HKD294,080,500
Y % .
Total HKD450,000,000{294,080,500 / HKD294,080,500| HKD294,080,500
i
t BEHEEWHEC (BN B - £2X)
Please specify the currency (e.g. HKD, USD)
8§ ~HF Page2

THRAR YN 2/2004 (§537) (2004 5E 2 A)

Specification No. 2/2004 (Revision) {Feb. 2004)







|[BR YRR} - LR -

@ENote13) 10 5 g & A T8 K B 3/ Details of Member(s) of a Company Having a Share Capital
(IOFREEERTO T RSBy - IREHE A H38 Use Continualion Sheet A if there is insufficient space)

B {3 B B Class of Shares

% Details of Member(s) as at the Date of this Return

Ordinary

MORNBRAEL—OREFRBREMHURABEGRERRR HEQAARIREEMURIE
FENH FHEEIAIA—HAE ROSHANES SWNE CHHE, — WS .

If there have been any transfers of the company's shares since the date of the last Annual Retumn (or since
incorporation if this is the first Annual Return), please also provide details of the transfers; the name of the transferee
should be stated in the ‘Remarks’ column.

BH/ BB
Name

Hb i
Address

K 8 Shares

ERRFER N

Holding

Current Transferred

i
Remarks

BH

* Number

H#
Date

Allotments of 30,000 shares
between 21%' May, 2005 and
31 May, 2005.

Allotments of 20,000 shares on
17™ August, 2005, 27"
September, 2005 and 1%
February, 2006.

Allotments of 40,000 shareé on
1% April, 2006.

Names of shareholders please
refer to the CD-ROM attached.

o8-
Total

1HBARAYY 2/2004 (1EX]) (2004 4 2 A)
Spaecification No. 2/2004 (Revision) (Feb. 2004)

394,080,500

H=H Pagel







(5£ Note 14)

)

(# Note 15)

{3 Note 16)

(3£ Note 17)

¢ lote17)

(& Note 18)

(Z£ Note 15)

-FOolfmn £ s w1

11 & Secretary

A, {8 A B E Individual Secretary
(A —BEABE - IERE B 1843 Use Continuation Sheet B if more than 1 individual secretary)

| 9929

PR ESL

Namsg in Chinese

(A&

BRYES
Name in English

HO

Chi Wai, Louis

% K Surname

4 % Other Names

BT & %

Pravious Names

N/A

i
Alias

N/A

Bk E2, 6/F., 43 Stubbs Road, Hong Kong

Hong Kong
Reslidential
Address

B Ema
E-mail Address

B {7 88 B9 Identification
a BFHIOoBRE

Hong Kong Identity Card Number

b HWHHEE

QOverseas Passport

B. ¥ A B 43 Corporate Secretary

D137860(1)

% R B % Issuing Country % = Number

(#TE i — B A MBS - SERE B 858 Use Continuation Sheet B if more than 1 corporate secretary)

PRAETR

Name In Chinese

B L]

Name in English

& # it 4k

Hong Kong
Address

BEHA
E-mail Address

4§ §5 8t Company Number
(BT R EA )

(Only applicable to body corporate registered in Hong Kong)

15AE EI 8% 272004 (f£37) (2004 F 2 A)
Specification No, 2/2004 (Revision) (Fab. 2004)

HOEK Paged







T

- - u - N

12 # H Director

A. {§ A ¥ E Individual Director
(HIEBBIEHEAFE  IBFHE C 820 Use Continuation Sheet C if more than 2 individual directors)

(% Note 19) 1

(3£ Note 20)

)

(£ Note 21)

(£ Note 22)

=41
Capacity

S d X

Name in Chinese

RXES
Name in English

RRAER

Previous Names

e

Alias

=214

Residential
Address

LR ch: o

E-mail Address

-V

[] mmms & Alternate to

Adternate Director

V] &%

Director

LIWE D)

Cheng Hon Kwan

#% & Sumame 42 5 COther Names

N/A

N/A

2/F., 20 Broom Road, Hong Kong

# Country

& {3 @58 Identification

a FHIOLI[NE
Hong Kong ldentity Card Number

b WHME

Overseas Passport

A181391(1)

% % E & Issuing Country 5% B8 Number

BHH Page s

BRI 2/2004 (#507) (2004 5 2 F)
Specification No. 2/2004 (Revision) (Feb. 2004)






rorm

12

(E£ Note 19)

(£ Note 20)

(3} Note 21)

)

(3F Note 22)

fF il w1

2 &

Capacity

R ESL

Name in Chinese

R

Name in English

RIAES

Previous Names

Bl &

Alias

tE 8k

Residential
Address

LR ki

E-mail Address

9929

¥ H Director (@®rH contd)

D R S & Alternate to

Alternate Director

ﬁsﬁ

Director

EEEIE,

Fung Yuk Bun, Patrick

% K& Sumame £ £ Other Names

N/A

N/A

F1, 21/F., Villa Monte Rosa, 41A
Stubbs Road, Hong Kong

B % Country

& {7 3@ B7 Identification

a BHEZOENS
Hong Kong !dentity Card Number

b WHER

Overseas Passport

AB92872(5)

8 B F Issuing Country E% B Number

M AH Pageb

{EBAMEYY 2/2004 (#3A]) (2004 &£ 2 A)
Specification No. 2/2004 (Revision) {Feb. 2004)







oM £ sl % 1

12 #H ¥ Director (#tH contd)
B. ¥ A & i3 % ¥ Corporate Director

5929

(AR LA I irDy - B RE D 188  Use Continuation Sheet D if more than 2 corporste direclors)

(¢ Note 19) 1 &3 [] ==
Capacity Director

[| emE=

Alternate Director

8] Alternate to

TR L

Name in Chinese

RXE]

Name in English

(3£ Note 23) i 1
Address

# Country

(3 Note 21) B 50 #hE
E-mall Address

4 5] 1§ Bt Company Number
(RBF R s, R

(Only applicable to body corporate registered in Hong Kong)

(& Note 19) 2 54 D 1 3¢
Capacity Director

[] ewas

Alternate Director

{8 Alternate to

R BB

Name in Chinese

% Country

. BL8
! Nama in English
(2f Note 23) i At
Address
(3+ Note 21) Eﬁﬁgg}:

E-mali Address

4 F §2 &% Company Number
(HEFREEREEAEN)

{Only applicable fo body corporate registered in Hong Kong)

{EBRMAYE 2/2004 (138T) (2004 £ 2 A)
Specification No, 2/2004 (Revision} (Feb. 2004)

H+H Page7







raorfinn £ wd v | | 5929 |

12 T I Director (ELHE contd)

C. {f {+ ¥ 31 Reserve Director
(REBRAA—RREMERZERRARE -—HENE ALF  Only applicable to a private

company with only one member who is also the sole director of the company)

kg X

Name in Chinese

R e

Nama in English

% K Surname £ F Other Names

R A & £

Previous Names

. B4
Alias

(3t Note 20) { Ht
Residential
Address

Bl # Country

(3 Note 21) T8 B i At
E-mail Address

]

Y. .iote 22} 5 {7 8 BF Identification

a TEREIOENS
Hong Kong identity Card Number

b WHHER

Overseas Passport

o5 & B & I1ssuing Country % 1% Number

H AH Page 8
HERHRNY 2/2004 (1%7T) (2004 £ 2 B)
Specification No. 2/2004 (Revision) (Feb. 2004)
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13 B &Lt Registers

AEHRETHREMOME(MYFERFRE S HOERNTREA)
Address where the following registers of the company are kept (if not kept at the Registered Office in Section 5)

B L Register bt Address
a HKABEH
Register of Members N/A

b HMEABEFEABRLM

(2050935
Register of Debenture N/ A
Holders (ifany)

@Note2d) 14 RERBRNEEMEENEGHEEHABRAH

Period Covered by Accounts Submitted with this Form
(BLA L EHEALEERN-IE A privale company need nof complete this section)

1 1 [ 2005 | 2 31 12 | 2005

v g DD A MM FEYYYY 50D E MM F£YYYY

15 2 HF & Certificate

(IR RBFIEALNE] « W BE  BBHLEHT )
(This Certificate should only be completed in respect of a private company. if not applicable, please delete.)

29(1 }{b) of the Companies Ordinance are not to be included in the calculatione

AHERGCE BREAHEA- BAHEB- RAEC K EHMHAO-
This Return includes - Continuation Sheet(s) A, - Continuation Sheet(s} B, 9
Continuation Sheet(s) C and = Continuation Sheet(s) D.

% 8 Signed :
#% & Name H 1 Date . 24" May, 2006
1 B Director,/f4 # Secretary * HDD | AMM [ fEYYYY
‘LT EAE Delete whichever does not apply
HBhH Paged

A RN 2/2004 ((5RT) (2004 4£ 2 A)
Specification No. 222004 (Revision} (Feb. 2004)







Form /N1 _
Z &1 3 % H #§ Date of Return /A H &5 Company Number

5 27 4 2006 5929
B DD A MM FYYYY

BEAFEEHEIEE (5 12A ) Details of Individual Director (Section 12A)

(E£ Note 19} J=0) it B D RHEES % Alternate to
Capacity Director Alternate Director

PRESR

Name in Chinese z%ﬁ%'-

£ 3 e % _
Name in English Fung Yuk Sing, Michael

¥ K Surname # F Other Names

HIA®ZS
| Previous Names N/A

i)

Alias : N/A

(2 Note 20) £ 5t E2, 21/F., Villa Monte Rosa, 41A

Residential

Address Stubbs Road, Hong Kong

B # Country

(3£ Note 21) &= B i 4l
E-mail Address

{5+ Note 22) B {3 B3 Identiflcation

a EFREFOANG

Hong Kong ldentity Card Number A863460(5)

b ¥4 R

Overseas Passport

¥ T B % Issuing Country % I Number

{EAR RS 2/2004 ($23T) (2004 £ 2 )
Specification No, 2/2004 {Revision) (Fab. 2004)







Form J/\I\ |

.t £ ¥ £ ¥ Date of Return £+ H 3 4% Company Number
27 4 2006 5929
H DD B MM FYYYY

BEAEHEES (55 12A 7)) Details of Individual Director {Section 12A)

(¥ Note 19) B4 % B D BREE® £ # Alternate to

Capacity Director Alternate Director

b RERE

Name in Chinese -

BXEH .
Name in English Gordon Andrew Michael

£ X Surmname & F Other Names

RAES
Pravious Names N/A

K
Alias N/A

(&£ Note 20) (£3: 1 D1, Helene Garden, 22 Stanley
Residential

Address Beach Road, Stanley, Hong Kong

B & Country

(Z= Note 21} 22 5 ith 4k
E-mail Address

(it Note 22) 5 {4 8 83 Identification

a FRINBNE

Hong Kong Identity Card Number P36298 1 (7)

b MmHEE

Overseas Passport

‘* BB ¥ ssuing Country % T Number

fAIHRYY 2/2004 (4537) (2004 £ 2 F)
Specification No. 2/2004 (Revision) (Feb. 2004)







(3 Note 19)

{3 Note 20)

{3+ Note 21)

(& Note 22)

7 B #5 3 | #9 Date of Return

27

4

2006

H DD

A MM

EYYYY

25 £ 8 Company Number

5929

BABER (2 12A ) Details of Individual Director (Section 12A)

& &
Capacity

XL

Name in Chinese

BENEL
Name in English

ERAES

Previous Namas

7%
Allas

fE4a

Residential
Address

2 25 i b

E-mail Address

£ {7 2 88 |dentification

a FRIOHBHRE
Hong Kong Identity Card Number

b BAMK

Overseas Passport

frig=:! D R HEE £ # Alternate to
Director. Alternate Director
=9
{EIfRRE
Ho Chi Wai, Louis
¥ & Sumame % ¥ Other Names

N/A

N/A

E2, 6/F., 43 Stubbs Road, Hong Kong

B & Country

D137860(1)

IR 2/2004 (ET) (2004 5F 2 A}
Specification No. 2/2004 (Ravision} {(Feb. 2004)

¥ B B & !ssuing Country [ Number







(E£ Note 16}

(i Note 20)

J

(3 Note 21)

(5F Note 22)

ABEEHH % Date of Return

27

4

2006

H DD A MM

E YYYY

v 5 #8 8 Company Number

5929

BEAZESE (& 12AJH) Details of Individual Director (Section 12A)

&
Capacity

R B

Name in Chinese

RXEH

Name in English

Rl 2 &

Previous Names

3%
Alias

it
Residential
Address

58 4k
E-mazil Address

B {358 55 Identification

a2 BTEIDENS
Hong Kong Identity Card Number

b MK

Overseas Passport

% D BRER & Alternate to
Director Alternate Director
ExEY
Lau Hon Chuen, Ambrose
¥ K Surmmame 2 F Other Names

N/A

N/A

Hong Kong

Flat 25, 12/F., No. 9 Mansfield Road,

B % Country

B984222(0)

$EEY WY 2/2004 (F50T) (2004 £ 2 A)
Specification Ne. 2/2004 (Revision) (Feb. 2004)

B EF Issulng Country 2% I8 Number







(3 Note 19)

(3£ Note 20)

(2% Note 21)

(I Note 22)

Z B £8 %% H ¥ Date of Return

27

4

2006

B Db

B MM

£ YYYY

2 H #7 B¢ Company Number

5929

EAEEHEE (5 12A 177) Details of Individual Director (Section 12A)

& &
Capacity

P

Name in Chinese

RS

Name in English

il R

Previous Names

i 12
Alias

ik
Residential
Address

EE b
E-mail Address

E {2 28 BF 1dentification

a HEIDIANG
Hong Kong ldentity Card Number

b ¥WHER

Overseas Passport

EE

Director .

D REEH £ 8 Alternate to

Alternate Director

FEE

Lee

Kwok Yin, Simon

% & Sumame

4 F Other Names

N/A

N/A

Suite 4607, The Atrium, Pacific Place,
88 Queensway, Hong Kong

% Country

A724363(7)

FHEA YT 2/2004 (#38T) (2004 2 2 A)
Specification No. /2004 (Revision) (Feb. 2004}

% 3 B & Issuing Country B% ¥ Number







(& Note 19)

(& Note 20)

(3 Note 21)

(3£ Note 22)

Z B 3 %= H # Date of Return

27 4 2006

B DD A MM FEYYYY

/v H & Bt Company Number

5929

BAFEIER (55 12A7F) Details of Individual Director (Section 12A)

& %=

Capacity Director

EHE@ £ Alternate to

Alternate Director

P

Name in Chinese

BRNBER
Name in English

Lopian

Kenneth Augustine

% & Sumame

% % Other Names

HIREH

Previous Names

N/A

b

Alias

N/A

o 5t 8 Redman Farm Road, Mendham N J,

Residential

Address 07945—3228, USA

B & Country

HH ibhk
E-mail Address

B {4 5 95 Identification

a HFESOHENE
Hong Kong Identity Card Number

b WHHER

Overseas Passport

{HEA RN 2/2004 (#58]) {2004 £ 2 H)
Specification No. 2/2004 (Revision) (Feb. 2004)

110619876 U.S.A.

% B B & Issuing Country &Y T Number







(3£ Note 19)

(3£ Note 20)

(3f Note 21}

(£ Note 22)

LI B - - s

Z 91 57 ¥ B #§ Date of Return

27

4

2006

B OD A MM

FEYYYY

/> H & 8t Company Number

5929

BEAFEIEE (55 12A )  Details of Individual Director {Section 12A)

=il
Capacity

PR

Name in Chinese

BNEH
Namae in English

AMAES

Previous Names

At
Alias

(=3¢

Residential
Address

=l e
E-mail Address

£} {9 2% BB 1dentification

a BEHIDENE
Hong Kong dentity Card Number

b WHHMM

Overseas Passport

HE [___] RS R Alternate to

Director Alternate Director

T

Tse

Hau Yin

% & Surname

£ T Other Names

N/A

Aloysius

Lookout, Hong Kong

22 Mount Butler Drive, Jardine’s

& Country

E095631(0)

% 2 B & Issuing Country BY B Number

AR 2/2004 ({£37) (2004 4£ 2 H)
Specification No. 272004 {Revision) (Feb. 2004)







(£ Note 19)

(2 Note 20)

(F Note 21)

(3 Note 22)

1 W10 - - -

Z ¢ #3 3% H #9 Date of Return

27

4

2006

B oD B MM

EVYYY

4+ H) #5 #2 Company Number

5929

BAFEHER (55 12A JH) Details of individual Director (Section 12A)

B
Capacity

FTREH

Name in Chinese

RS

Name in English

RO A & 4

Previous Names

i
Alias

tE 5t

Residantial
Address

gk
E-mail Address

5 {88 |dentification

a BFHRISOENE
Hong Kong ldentity Card Number

b WHHER

Overseas Passport

xHH D gl i £ Altemnate to

Director Alternate Director

HERK

Tung

Chee Chen

% K Sumame

4 5 Other Names

N/A

N/A

House 15, Strawberry Hill, 8
Plunkett's Road, The Peak, Hong
Kong

B 2 Country

A951930(3)

%R @ F Issving Country

$EE7 EE B 2/2004 (#£TT) (2004 55 2 A)
Specification No. 2/2004 (Revislen) (Feb. 2004)

&% T8 Numnber







(3% Note 19)

(3 Note 20)

i}
/

{3 Note 21)

(3 Note 22)

Z B #§ 3 g 88 Date of Return

27

4

2006

8 DD B MM

£ YYYY

4 © £ 5% Company Number

5929

{EAFEIS (5 12A 1) Details of Individua) Director (Section 12A)

5%
Capacity

RS

Name in Chinase

BRXES

Name in English

B A & 4%

Pravious Names

e

Alias

Ek:
Residential
Address

2 E s a
E-mall Address

B {388 [dentification

a BHRSOENE
Hong Kong !dentity Card Number

b ®H MR

Overseas Passport

V] £

Director

R £ Alternate to

Alternate Director

THRE

Wang

Frank John

2% & Surname

% 5 Other Names

$ERAH3%% 2/2004 (fZET) (2004 4 2 A)
Specification No. 2/2004 (Revision) {Feb. 2004}

N/A
N/A
Flat B, 7/F., Hatton House, 15
Kotewall Road, Hong Kong
B # Country
P901893(3)
& R E F Issuing Country E% B Number







OF
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WING HANG BANK, LIMITED <*#7%"

{incorporaied in Hong Kong with limired liability}
(Stock Code: 302)

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Bank will be held at the Bank
Reception Hail, 18th Floor, Wing Hang Bank Building, 161 Queen’s Road Central. Hong Keng on
Thursday, 27th April, 2006 at 3:30 p.m. for the [ollowing purposes: :

. To receive and consider the Statement of Accounts and Reports of the Directors and Auditors

for the year ended 3ist December, 20035;
2. To declare a final dividend;
3. To elect Directors;
4. To authorise the Board of Directors to fix directors’ fees;
3. To re-appoint Auditors and authosise the Directors to fix their remuneration; .
As special business, to consider and if thought fit, pass the following resolutions as Ordinary
Resclutions:

6, To gramt a general mandate to the Directors to issue additional shares not ¢xceeding 20% of the
issued share capital: ) ) -

7. To grant a general mandate to the Directors o repurchase shares not exceeding 10% of the 1ssued
share capital; and .

8. To extend the general mandate under item 6 hereof by increasing the number of shares permitted
~ to be issued equivalent to the number of shares repurchased under item 7 hereof.

The Register‘of Members will be ciosed from Monday, 24th A'pril, 3006 o Thursday. 37th ApriI‘. A2('506.L
both. days inciusive, during which period no share transfers will be registered. . .

By Order of the Board

Louis C W Ho
Director and Secretary

Hong Kong, 16th March, 2006 -

Notes:

l. In order to qualify for the proposed dividend, all transfers accompanied by the refevant share certificates must be
lodged with the Registrars of the Bank, Computershare Hong Kong Investor Services Limited, Shops 1712-1716,-
17/F. Hopewell Centre, 183 Queen’s Road East. Wanchai, Hong Kong, not later than 4:00 p.m. on Friday, 21st April,.
2006.

As a good governance practice, the Chairman intends to demand 2 poll on each of the resolutions set out in the

2
notice of the Meeting.
3. A shareholder entitled 1o attend and vote at the Meeting is entitled to appoint one or more proxies o attend and, on a

poll, vote instead of him. A proxy need not be a shareholder. All proxies must be deposited at the Registrars of the
Bank not later than 48 hours before the time fixed for holding the Meeting.

4. This is 2 summary of the full text of the Notice of Annuai General Meeting. The full text of the Notice is contained
in the Bank's Annuai Report to be despatched to shareholders on ar before #th April. 2006,

3. As at the date of this announcement. the Executive Directors of the Bank are Dr Patrick Y B Fung {Chairman and
Chief Executive), Mr Frank ] Wang {Deputy Chief Executive), Mr Michael Y S Fung and Mr Louis C W Ho: Noon-
executive Directors are Mr Alan R Griffith, Mr Kenneth A Lopian and Mr Andrew M Gordon; and Independent Non-
executive Directors are Dr Cheng Hon Kwan, Mr Ambrose H € Lau, Dr Siman K Y Lee, Mt Tung Chee Chen and Mr
Aloysius H Y Tse, : .

v i r— p————— . o

Scad P |7 Mmuts 9







WING HANG BANK, LIMITED

{Incorporated in Hong Kong with Iumred tability)

(Stock Code: 302)

.

POLL RESULTS OF ANNUAL GENERAL MEETING HELD ON 27TH APRIL, 2006

Wing Hang Bank, Limited (the “Bank™), is pleased to innounce that all the resolufions were ‘approved by
shareholders at the Annual General Meeting held on 27th April, 2006 (the "AGM") by poll voting. The number

of shares represented by votes for and against the tespective resolutions at the AGM were as follows:- |

#1293 -2(b) REF 82-3629

No. of Votes (%i‘ .. '
RESOLUTIONS s : |
! ] . For Against |
1. To adopt the Statement of Accounts and Reports of the Directors 177,305,566 0
and Auditors for the year ended 31st December, 2005. , (100%) (0%) ‘
2. To declare a final dividend of HK$1.60 per share. t 180,992,566 -0 :
_ ) i ' : ' ’ (100%) " . (0%) ‘
3{a) | To re-elect Mr Ambrose H C Lau as Director. ' 180,024,566 289,500
: ) . (99.8394%) (0.1606%)
3(b) ;| To re-elect Mr Frank J Wang as Director. 180,024,566 | 289,500 '
) ] (99.8394%) (0.1606%)
3{c) | To re-elect Mr Michael Y S Fung as Director, 180,024,566 289,500
(99.8394%) | (0.1606%)
4. To authorise the Directors to fix directors’ fee. ! 155,859,066 | 4,585,500 !
_ _ ] - (97.1420%) (2.8580%),
5. | To re-appoint KPMG as Anditors and authorise the Directors to 180,848,566 0.
fix their remuneration, ) , (100%) (0%)
6. To give a general mandate to the Directors unconditionally to allot, 137,582,563 | 43,454,903
issue and deal with additional sharcs not exceeding 20% of the {75.9967%) (24.0033%)
issued share capital of the Bank.'
7. To give a general mandate to the Directors to repurchase shares 180,741,966 © 216,000
of the Bank not exceeding 10% of the issued share capnal (99.8806%) (0.1194%)
. of the Bank. . . ) .
8. To extend the general mandate granted 1o lhc Directors to 179,664,066 | , 964,400
zllot shares pursuant to item 6, (99.4661%) (0.5339%)
All the above resolutions were passed as ordmary tesolutions. | : Lo . i

The total numbcr of shares entitling the holder to attend and vote for or against all the resolunons at the AGM:

294,080,500 shares . !

The total number of shares entitiing the holder to attend and vote only against any of thc resolutions at ‘the : |
-AGM: Nil 1

Computershare Hoﬁg Kong Investor Services [:imitcd; the share registrar of the Bank, acted as scrutineer for the
- vote-taking at the AGM.

By Order of the Board .
WING HANG BANK, LIMITED .
Louis C W Ho' ‘

\ : . ' . Direetor and Secretary
Hong Kong, 27th April, 2006 . . : ) Cy ’

As al the date of this announcement, the Executive Directors of the Bank are D¥ Patrick Y B Fung (Chairman
and Chief Executive), Mr Frank J Wang (Deputy Chief Executive), Mr Michael Y S Fung and Mr Louis C W Ho;
Non-executive Directors are Mr Kenneth A Lopian and Mr Andrew M Gordon; and Independent Non-executive
Directors are Dr Cheng Hon Kwan, Mr Ambrose H C Lau, Dr Simon K Y Lee, Mr Tung Chee Chen and Mr
Aloysms HY Tse . ,

fTH [deo b SCMP
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WING HANG BANK; LIMITED
(!ncarpora'led in Hong Kong with limited liability)
{Stock Code: 302) - f

RETIREMENT OF NON-EXECUTIVE DIRECTOR

‘The Board of Diréctors of Wing Hang Bank, Limited ("The Bank")

announces the retirement of Mr Alan R Griffith as a non-executive
director of the Bank at the'conclusion of the Annual General Meeting
of the Bank held on 27th April, 2006 upon his reurement from The
Bank of New York r.

Mr Griff‘nh has confirmed that he is not 'awa;c of any matler that
needs to be brought to the atiention of the sharcholders of the Bank.

)The Baard would like-to express its appreciation to Mr Griffith for his

valuable contributions over the years.

i . By Order of the Board
. o ) . Louis C W Ho
¢ .+ Director and Secretary .

Hong Kong, 27th April, 2006 _

As af the date of this.announcement, the Execu'tivg Directors of the
Bank are Dr Patrick Y B Fung (Chairman and Chief Executive), Mr
Frank J Wang (Deputy Chief Executive), Mr Michael Y S Fung and Mr
Louis'C W Ho; Non-executive Directors are Mr Kenneth A Lopian and
Mr Andrew M Gordon; and Independent Non-executive Directors are
Dr Cheng Hon Kwan, Mr Ambrose H C Lau, Dr Simon K'Y Lee, Mr
Tung Chee Chen and Mr Aloystu.s' H Y Tse.

)

Cell) ReF 82-3629

3%{’%/6«70@
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FRIDAY, JUNE 16, 2006

Legal & 'Gejneral Notices

WING HANG BANK, LIMITED

{incorpornted in Hong Kong with limied liahility)
(Stock Code: 302)

APPOINTMENT OF NON-EXECUTIVE DIRECTOR

The Board of Dircctors of Wing Hung Bunk, Limiled announces the appoiniment of Mr David
Drabkin as a non-cxecutive director of the Bank with effect from | 5th Fune, 2006.

The Board of Directors of Wing Hang Buank, Limited (the "Bank") is pleased Lo announce the appointment
of Mr David Drabkin as u non-execulive direcior of the Bank with cifect from 15th June, 2006.

Mr Drabkin, aged 64, abiained his Bachelor of Law (LL.B.) from Yale University in 1968 and is a
member of the Bar of the Statc of New York and the District of Columbia, U.S.A. He was employed by
Prudeminl Financial Tnc. as u Yice President between LYYB to 2003, Berween 2003 and January 2006 he
was engaged in property investment and development in Shanghai as principul. In January 2006 he
joined The Bank of New York. o substantial sharcholder of the Bank, as 2 Managing Director and
Associate General Counsel,

Mr Drabkin does not hold directorship in other listed companics at the present time o in the past three
years. Save as disclosed, Mr Drabkin is not connected with any other directors, senior management or
substantial or comrutling sharcholders of the Bank. He does not have any interest in the sharey ol the
Bank within the meuning of Part XV of the Securities and Fulures Qrdinance.

There is no service contract between Mr Drabkin and the Bank. He has not been eppointed for a
specific term and will be subject for retirement by rotation 2and re-election in accordance with the
articles of associntion of the Deak. Mr, Drabkin will be entitied to a director’s fee of HK$100,000 per
AnnmLLm.

Save a5 dise)psed herein, there are no uther matters thut need to be disclosed or to be brought to the
attention of the shercholders of the Bank pursuant to Rules 13.51(2)(h) to (w) of the Listing Rules.

The Bourd would like to lake this opportunity 1o welcome Mr Drabkin o join the Board.

By Order of the Board
Luuis C W Heo
Director and Secretary
Hong Kong, 15th June, 2006

As at the daie of this anpouncement, the Executive Directors of the Bunk are Dr Patrick Y B Fung
{Chairman and Chief Executive}, Mr Frank J Wang (Deputy Chief Erxecutive), Mr Michael Y § Fung
and Mr Louis C W Ho: Non-executive Directors are Mr Kenncth A Lopian, Mr Andrew M Gordon and
My David Drabkin; und Independeny Non-cxecutive Directors are Dr Cheng Hon Kwan, Mr Ambrose H
C Lau, Dr Simon K ¥ Lee, Mr Tung Chee Chen and Mr Aloysius H Y Tse.

South China Morning Post 16/6/2006
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